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DEARER MONEY IN AMERICA? 


NEW PHASE IN GOLD PRICE CONTROVERSY ? 
By C. Gordon Tether 











BANK SHARES AS EQUITIES 





MONETARY CHANGES IN 1952 
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BUILDING SOCIETY 


Investments Mortgages 


HUDDERSFIELD | 











HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 
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RoyAL BANK OF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 
HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH | 


During the two hundred years of its history, Associated Banks: 


the Bank has maintained a tradition of the 
personal touch, and is to-day exceptionally GLYN, MILLS & CO. 


well equipped to provide its customers with a WILLIAMS DEACON’S BANK LTD. 
Banking service which is adaptable, individual 
and complete. 


BRANCHES THROUGHOUT SCOTLAND AND ALSO IN LONDON 


TOTAL ASSETS £166,583,788 
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The intermediate bonus on claims arising on or after Ist January 
1953 under with-profits policies has been raised by a further 2/-, 
from 34/- to 36/- per cent compound — proof yet again of the 
strength and resilience of the Scottish Widows’ Fund. 

For particulars of how you may become a member of this 


vigorous profit-sharing Society write to 


SCOTTISH WIDOWS’ FUND 


Head Office : 9 St. Andrew Square, Edinburgh 2 
London Offices : 
28 Cornhill, E.C.3 17 Waterloo Place, S.W.1 
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BRADBURY, WILKINSON & CO., LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
ee 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 








TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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THE BANKERS CLEARING 
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"Architects - Whinney, Son & paren Hall, F. R. LB. A. 


BUILDERS 


TROLLOPE & COLLS 


(ESTABLISHED 1778) 


LONDON 
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Message from a Colonial Governor 


In 1817, Governor Macquarie of New South Wales advised the Home 
Government that he had established a bank — the Bank of New South 
Wales. It was Australia’s first public company, and Macquarie 
prophesied that it would be “productive of incalculable benefits to the 
Mercantile and Agricultural Interests of the Colony” and would 
“Redound to its future Credit and form an Era of true respectability” 
which would “hereafter be looked back to with Public Gratitude.” 


The prophecy has been amply fulfilled, for the Bank has played no 
small part in the development of the great countries of Australia 
and New Zealand and in fostering their trade with the Mother Country 


and the rest of the world. 


The Bank has had a branch in London since 1853. Today, its 
Threadneedle Street and Berkeley Square Branches are an integral part 
of the oldest and largest commercial bank in the South-West Pacific. 


BANK OF 
NEW SOUTH WALES 


LONDON OFFICES: 29 Threadneedie Street, E.C.2, and 47 Berkeley Square, W.!. 


HEAD OFFICE — SYDNEY, AUSTRALIA 


(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 
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Microfilm 
those records— 













and save... 





NO MORE PAPER-CHASES 

Hours of search saved! The Reader throws up 
the document you want in a few seconds on... 
microfilm. 






NO LOSSES—NO FIRE-HAZARDS 

The Recorder can photograph up to 400 cheques 
a minute, back and front simultaneously or one 
side only, on. . . microfilm. 
































Call in © urroughs on 


a 
NO MORE “LOST” ROOMS 
4 drawers of documents (more than 10,000 
cheques, perhaps) on one spool of . . . microfilm. 


space Today, finding sufficient floor-space 
is a bank-manager’s headache. Document- 
storage on the old plan eats up costly square 
feet that could be put to better use. The saving 
in space alone that microfilm gives is over 
99". Astonishing? No: simple mathematics ; 
because thousands of bank records (approxi- 
mately 2 cwt.) can be recorded with photo- 
graphic accuracy on just one roll of microfilm 
very little larger than a 20-cigarette packet. 
This is less than one per cent of their normal 
filing space! 


° 
time Do your employees know what 
“record-control” really means? Think, for 
example, of the time they must waste in tracking 
down one document to a particular transfer-box 
and then returning it to its right place after use. 
Stored on microfilm, every record that you need 
is on hand, clearly identified. In a few seconds it 
can be projected as a clear, original-size image 
on the screen of the Burroughs Reader. No 
photographic skill is required to make prints of 
an image to its original size. 


money The eventual economies made 
possible by installing Burroughs Microfilm 
Equipment are practically limitless. The three 
compact units—Recorder, Processor, and 
Reader—give you a complete storage system 
for all your documents; a system that will be 
to the benefit of everyone concerned with 
your bank—customers, employees, stock- 
holders, etc. 

Like all Burroughs Equipment, its operating 
efficiency is guaranteed by Burroughs Service. 
For users who do not wish to process their own 
film, Burroughs maintain, in addition, a speedy 
Processing Service. 

Burroughs Adding Machine Limited, Avon House, 


356-366 Oxford Street, London, W.1. Sales and 
Service offices in principal cities. 














HOW MUCH 
DOES IT COST! 
TO PAY HIM?! 


Itcosts less, with SEAL-EASI © 
Wage Pockets, because they F 
make the whole of pay-day © 
work speedier, simpler and ff 
more efficient. | 
The special flap SEALS 
INSTANTLY AND§ 
PERMANENTLY, WITH- 
OUT MOISTURE—securely § 
holding the bulkiest enclosure. § 
SEAL-EASI Wage Pockets F 
(printed or plain) andy 
Commercial Envelopes are f 
available from stock in all 
standard sizes. ASK YOUR § 
PRINTEROR STATIONER FF 
TO SHOW YOU SAMPLES § 
TO TEST, OR, IN CASES 
OF DIFFICULTY,PLEASE 
CONSULT OUR ADVI- 
SORY SERVICE. 


























ee ee JOHN DICKINSON & CO. LTD., 
Apsley Mills, Heme! Hempstead, Herts. 
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~ what are these things 


! called 
7 
currency conversion 
bill discounting 
7 interest 
i 4 coupons 


. that present mountainous mathematical problems? There could be 
nothing simpler. All you need is one addition to your staff—an unpaid 
mathematician of the first order. 
Our calculating genius, the Mar- 
chant, will deal with all your figure a ' 
problems-and justify its reputation Garth eee FT eee 
as the world’s fastest all-electric BRS, ‘= 
calculator. 
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{\ we moderns use 


(  \MARCHANT 


Write for full details or ask our representative to call, without any obligation : 


BLOCK & ANDERSON LIMITED, 58-60 Kensington Church Street London, Ww. 8 


Sales and Service from seventeen Branches throughout Great Britain Telephone: Western 2531 








Habib Bank Ltd. 


Established 1941 


Head Office : KARACHI (PAKISTAN) 


Authorised Capital .. - - .. Pak Rs. 20,000,000 
Issued and Subscribed «4 “4 .. Pak Rs. 10,000,000 
Paid-up Capital <s ' 2 .. Pak Rs. 10,000,000 
Reserve Funds ; . .. Pak Rs. 10,000,000 
Deposits as on 31-12- 1951... ia .. Pak Rs. 438,200,000 


In selecting desirable trade relations for exports and imports with Pakistan, Habib Bank Ltd., with 45 branches 
spread over West and East Pakistan, can prove to be most helpful and you are invited to use our services. 

The Bank is fully competent to handle all foreign exchange business, including opening and advising of commercial 
letters of credit, collection of documentary bills, remittances, etc. 





FOREIGN BRANCHES: Bombay, Calcutta and Colombo 


Correspondents and Agents at all important cities of the world 























p. & B. JEWELL 


ESTABLISHED i830 
® 


Fine quality secondhand 
reproduction Board Room 


Furniture 


Specialists in Executives’ 
pedestal writing tables, sets 


of chairs, bookcases, etc. 


131-182 High Holborn 


HOLBORN 8520 W.C.I 






































SAFETY 


for your siettiet 


WITHOUT 
CAPITAL 
DEPRECIATION 
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24% || 


INCOME TAX PAID 


Equivalent to £4. 15. 3. : 
= subject to Tax at 9/6 > 
= in the £ : 








Assets £15,000,000 


HASTINGS and THANET 


BUILDING SOCIETY 


Reserves £800,000 


29-31 Havelock Road, Hastings 46 Queen Street, Ramsgate 
99 Baker Street, London, W.! 
4l Fishergate, Preston 41 Catherine Street, Salisbury 








CHUBB & SONS LOCK & SAFE CO. LTD. 


CHUBB 


Supply Bankers through- 
out the world with Strong 
Rooms and full equip- 
ment for Treasuries and 
Safe Deposits. 
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22 ROYAL EXCHANGE LONDON E.C.3. 
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it comes out COUNTED 


lute accuracy. Works in 
denominations of 6d, 1/-, 
?/-, 2/6. It’s electrically 
operated and a junior 
ean tend it. Needs only 


3 ft.x 3 ft.6 ins. floor 





space. 


International Coin Counting Machine Co. Ltd. | 


Alexandra Road. Enfield. Middlesex 


Phone: Howard 1886 


Makers of letter-opening, envelope-sealing, 
coin-counting and token-counting machines 


Vil 
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That’s the time-saving 
labour-saving job that SORTED 
the ICC Type F4 Wh ____ a 
do for vou — with abso- 
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There is much to be gained from 
letters that are neat and well-typed. They 
inspire confidence and command respect. 
Many business houses insist that all their 
important letters are typedonan Imperial 
because of the very high quality of the 
typewritten work Imperial typewriters 
produce. 

This is the result of the scrupulous care 
we take in every stage of typewriter pro- 
duction. In our Leicester factories, the 
largest and most modern in the British 
Empire,asystem of inspection and testing 
has been evolved which ensures that every 
typewriter—and every part of every type- 
writer —conforms to the highest stan- 
dards of efficient performance. 


Imperial 





Made in Britain by British Craftsmen 


LEICESTER 
CRC 8 


IMPERIAL TYPEWRITER CO. LTD 

















Every now and then some question of business or 



















finance arises which, you feel, really isn’t your job. 





But it may very well be ours. For the convenience 
of our customers, we keep upon our staff a number of 
people who are very knowledgeable in all kinds of 
matters which are not, strictly speaking, ‘banking’. 
These specialists will obtain currency for foreign travel 
(and passports too, 1f required). ‘They will act as a 
customer’s Executor, help with his Income ‘Tax 
problems and so on. Indeed, on all those occasions 
when the services of a financial expert would be 
more than a little helpful, it 1s sound commonsense to 


step into the nearest branch of the Westminster Bank. 





WESTMINSTER BANK 


LIMITED 





vill 























THE WORKERS’ BANK LIMITED 


ESTABLISHED 1921 





Head Office: Office: 
21 MONTEFIORE STREET 126 ALLENBY STREET 
TEL-AVIV TEL-AVIV 





Serves as the financial instrument of the Labour 
Agricultural Settlements, economic _ institutions 
and the co-operative movement in all kinds of its 
activities. Special department for loans to individuals. 


EXTENSIVE BANKING SERVICE OVERSEAS 


AND IN ALL PARTS OF THE COUNTRY THROUGH 
ITS BRANCHES AND THE WORKERS’ LOAN AND 
SAVING SOCIETIES. 
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YOUR CLIENTS : THE 


WILL THANK YOU 
BANKER 


for recommending this 
SPLENDID CAUSE : is obtainable 
to benefit by a 


BEQUEST | POST FREE 


The Florence Nightingale Hospital 
is neither controlled nor supported 
by the State. It provides medical " 

and surgical treatment for ladies of the following rates: 


limited means and those of the 





to all parts of the world at 


professional classes. 
Kindly recommend it to 
your clients who are 








making their wills. | Year (12 issues)... . . . 30s. 
There is no more worthy 
7 ey toe. Six Months (6 issues) . . . . 15s. 
Florenee 
°, * . 
Nishti mea le Details and Subscription Forms from: 
HOSPITAL | The Publisher, 72, Coleman St., 
19 Lisson Grove, London, N.W.! London, E.C.2 


PADdington 6412 


























Since its incorporation in 1882, the Church of 
England Building Society has maintained its stability 
unshaken. With both share and deposit interest 
increased, an excellent medium is afforded to those 
of your customers who desire security of capital 
coupled with a reasonable and consistent return. 
Interest is payable half-yearly on 3lst May and 
30th November. 





Regional Offices: 7 
BOURNEMOUTH _ 1149 Christchurch Road, 


TUNBRIDGE WELLS 47 London Road. 

























ASSETS £7,500,000 
RESERVES £375,000 
SHARE INTEREST 23% 
DEPOSIT INTEREST 2°, 
Income Tax Paid by the 


Society 


INDIVIDUAL INVESTMENTS ARE INVITED IN SUMS OF £25 TO A MAXIMUM OF €5,000 
Balance Sheet and Form of Application sent on request 


CHURCH OF ENGLAND BUILDING SOCIETY 


INCORPCRATED 1882 


NEW BRIDGE ST., 


Boscombe. LONDON, «eX 


NOTTINGHAM 4 Low Pavement. Telephone: CENtral 8455 
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the kind of briefcase 
you never see 
in the shops 


impeccable accompaniment to an immaculate appearance. You 
won't see many ** UNICORNS” about and never in the shops. For 
these fabulous briefcases are as rare as the skill of the craftsmen who make them to individual order. Yet 
a UNICORN, slim but capacious and hand-finished in English hide, is a surprisingly reasonable buy. 





SS 

~ ° . ° . 
SS It moves in exalted, exclusive circles . . . serves Ambassadors of 
Se} . . . ‘ ‘ ‘ 

WS State and Captains of Commerce . .. is easily recognized as the 
ey 

SS 


because you pay only workbench prices. 
Two interior foolscap compartments and zip-sealed section for overnight things. Capacious exterior zip pocket 


for newspapers, books, etc. English Lever lock and fittings of solid brass. Single handle. Press studs in the 





base for Slimming. Size 17ins. by \l4ins. in Golden Tan, Brown or Black; smooth ai — 
polished hide, 9 guineas; selected hog-grained leather, £7 10s. Matching zip folio —_ | 5 
cases, size l6ins. by 101ins., available separately at £2 5s., and £2 respectively. Post | liane Sl 
freeand tax free in the U.K. (In U.S.A. $27.50, $23.75, $8 and $7.25 respectively, , 
carriage and insurance free, 20 per cent. customs duty payable in U.S.A.) Yi - pees, a 
Obtainable only direct from the craftsmen who make them. Prompt dispatch. C — —~/ 
——=_____ 


Complete satisfaction guaranteed or purchase rrice refunded immediately. —<_. 
Zip folio case 


“s UNICORN LEATHER CO., LTD. 


(Dept. B1), Woodhill Works, Bury, Lancs 














Send for the Mian from 
Memington Ftand 


He has a wide personal experience of every branch 
of business, a specialist’s knowledge of all 
office methods and technique. 


He can implement his suggestions from the world’s 
most comprehensive range of business 
machines, systems and equipment. 


HMemington Btarnd 
SYSTEMS, MACHINES 
AND EQUIPMENT 


... the easier way to Office Efficiency 





REMINGTON 






xi 


Write for booklet * The Easier Way to Office Efficiency to DeptOE 142 
RAND LTD., COMMONWEALTH HOUSE, | NEW OXFORD ST., W.C.1. Tel: CHAncery 8888 






















Gold SILVER & PLATINUM 


Our retineries handle also bullion, 


refin ing ores, concentrates and mining by- 


products containing silver and 


Our precious metal smelting and the platinum metals. 
refining service is founded upon more 
than a century of experience and 


planned development. A gold retin- 





ing capacity in excess of 400,000 02 (Se 
weekly is supported by methods of (Ce | 


Rane mar® Z 


sampling and assay that assure the 
speedy and critically accurate assess- 
ment of the precious metal contents 


- . . MELTERS AND ASSAYERS TO THE BANK OF ENGLAND 
of any torm of gold-bearing material. 





JOHNSON, MATTHEY & CO., LIMITED, HATTON GARDEN, LONDON, E.C.I 


Telephone: HOLborn 6989 
R2 
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EXHAUST 
‘ TUBE 
a 
LEAD 
| —~ CAP CONTACT 
ie} FUSE 
i i GLASS 
y | ENVELOPE 
ey aaae e_ FILAMENT 
~ LEAD 
FILAMENT 
LEAD 
p< » PINCH 
ee ee wike 
7 FUSE 
Showing the glass-seaied ' GLASS 
fuse in the Osram G.L.S ENVELOPE 
lamp. 
LEAD To 
CAP CONTACT 
The four-part lead from 
cap contact to filament. 








or 








GENERAL LIGHTING SERVICE LAMPS 40 w. - 300 w. 
200/260 volts 


FITTED WITH 


FUSES 


For improved service and safety 


All Osram General Lighting Ser- 
vice lamps from 40 watts to 300 
watts are now fitted with fuses. 
Introduced some years ago for 
coiled coil lamps, the G.E.C. has 
gradually extended the practice to 
include single coil lamps as an 
additional safeguard to the user. 


These fuses are sealed into tiny glass tubes 
incorporated in the lead in wires, and they 
rupture when the normal running current 
is exceeded (as it may be if the filament 
breaks while the lamp is switched on). 
This extra protection minimises the risk of 
circuit fuses blowing and the consequent 
inconvenience if this causes other lamps on 
the same circuit to be extinguished. The life 
and performance of the lamps are in no way 
affected by the fuses. 


Play safe—and specify Osram lamps— 
they cost no more than other lamps 
withouf fuses. 


AG&G.C product 


Always in the forefront of lamp development 
THE GENERAL ELECTRIC CO. LTD., MAGNET HOUSE, KINGSWAY, LONDON, W.C.2 
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BANCO BOAVISTA S.A. 


RIO DE JANEIRO 


BRAZIL 


ESTABLISHED 1924 


Capital Paid Up . - - - Cr. $90.000.000 
Reserves and Undivided Profits - Cr. $33.190.000 


The Bank offers every facility for the transaction of foreign 
banking business 


Inquiries are always welcome and will receive prompt attention. 
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THE WORLD’S GREATEST BOOKSHOP 


t* FOR BOOK S * 

All new Books available on day of publication. Secondhand and 
rare Books on every subject. Stock of over 3 million volumes. 
Large department for Books on Banking, Commerce, Economics. 
Subscriptions taken for British and overseas magazines and we 
have a first-class Postal Library. 
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THE PALESTINE DISCOUNT BANK LIMITED 


HEAD OFFICE: 27 Yehuda Halevy Street, Tel-Aviv. 











16 Branches throughout the country 
Capital & Reserves: I£.1,400,000.— Total Assets exceed 25 million pounds 
Representative Offices: 
U.S.A.: 120 Broadway, New-York 6, N.Y. 
Europe: 57 Avenue d’Iéna, Paris XVie, France 
ALL BANKING BUSINESS 


Enquiries Invited 





























CH EQ U ES = Numbered, 


Crossed and Photographed 
IN ONE OPERATION 
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The addition of the ‘Recordak’ Numbering 
and Crossing Machine to the Commercial 
Recordak, enables photographing, number- 
ing and/or crossing to be carried out 
simultaneously at the rate of 3,000 cheques 
per hour. 

The cashier's department, too, will find 
the “Recordak’ Numbering and Crossing 
Machine invaluable for crossing cheques 
and date-stamping. 

Numbering and crossing can be carried according to individual requirements. it wiil 
out together or separately. The numbering cross ina fixed position relative to the leading 
device stamps a number (up to 99,999) edge of the document. 


sequentially on each document. The position Any document up to 105 inches in width 
of the number is variable between fairly can be dealt with by the ‘Recordak” Number- 
wide limits. The crossing plate will vary ing and Crossing Machine. 


=recorporK owsion or KODAK umiten 


DEPARTMENT 16, ADELAIDE HOUSE, LONDON BRIDGE Tel: MANsion House 9936 
AND AT II PETER STREET, MANCHESTER, 2 Tel: Blackfriars 8918 








‘Kodak’ and ‘Recordak’ are registered trade-marks 
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KREDITRASSEN 
Chustiania Bank og Siedilhasse 


Established 1848 


Every banking facility 





OSLO, NORWAY — TELEGRAMS: KREDITKASSEN 
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THE NATIONAL UNION OF BANK EMPLOYEES 


Founded in 1918, as the Bank Officers’ Guild, 
The National Union of Bank Employees has a 
membership of over 37,000. 


The objects of the Union are to secure the 
complete organisation of members of the Managing, 
Clerical and full-time Non-Clerical Staffs of all 
Banks in the United Kingdom in order to estab- 
lish, improve, maintain and protect their conditions 
of service, both individual and collective; to main- 
tain the highest possible standard of service given 
by its members to the public and the Banking 
Industry, and by such Industry to the community. 


Headquarters : : : : : 28 Old Queen Street, Westminster, S.W.1 
City Centre et bile a S Dove Court, Old Jewry, London, E.C.2 
Birmingham Office : Unity Chambers, 262 Corporation Street, Birmingham 
Scottish Office : +: : +: +: 70 Wellington Street, Glasgow, C.2 


THE NATIONAL UNION OF BANK EMPLOYEES 









































--T give 


and bequeath...” 


Many times in the past The Salvation Army has been helped by 
legacies. Today, the sympathetic interest that prompts such 


generosity is still] earnestly sought, not only for the Army’s constant 


mission of moral regeneration, but also for its 


many-sided welfare work. 


Full particulars can be obtained from the Secretary: 


The Salvation Army 


101 QUEEN VICTORIA STREET, LONDON, E.C.4 
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A first-class INVESTMENT for every 
BANK 


the largest circulation among invest- 
ment and financial weeklies 


a 
an unequalled service for both home 
and overseas investment affairs 


INVESTORS’ 


CHRONICLE 


XVII 
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DUNLOP ‘FORT?’ car tyres are 
designed for the motorist who is pre- 
pared to pay a little more for a tyre 
that is without equal-for strength, 
trouble-free performance and long 
mileage. Like all other Dunlop car 
tyres it carries the famous Gold 
Seal, symbol of the latest and 
best in tyre-building technique. 


DUNLOP 
FORT 
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Specialised BANKING FACILITIES 


The full and proper use of credit requires 
an appreciation of all its different forms, 
their purposes and application. 


LT 


———— 


BOWMAKER LTD., BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH. Phone: Bournemouth 7070 
London Office : 6/ St. James’s Street, S.W.1. Phone: GRO 6611/6619 










Bowmaker provides specialised credit facili- 
ties for Industry, Commerce, Export and 
Import, and will welcome your enquiries. 


BOWMAKER 


Industrial Bankers 


Branches throughout the United Kingdom 
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Somerset 
CAPITAL 


TOTAL RESERVES 
TOTAL RESOURCES £6,936,359 


Complete Banking and Trust Facilities 


THE BANK OF BERMUDA, LTD. 
HAMILTON 


Sole Depository of the Imperial Government in Bermuda 











St. George’s 


£125,000 
£296,986 








. Real Estate Division 

































HOUBLON-NORMAN FUND 


The Trustees of the Houblon-Norman Fund invite applications for Fellowships 
or Grants in aid of research into the working of financial and business institutions 
in Great Britain and elsewhere and the economic conditions affecting them. 

Apart from exceptional cases, awards will be confined to British-born subjects 
normally resident in the United Kingdom and will take effect from Ist October, 1953. 
Fellowships will be awarded for one year, renewable for a second year ; and the 
amount of an award will depend upon the circumstances of the candidate and the 
likely expenses of his work. 

Applications should be made not later than the 3lst March and forms of appli- 
cation may be obtained from the Secretary of the Fund c/o The Bank of England, 
London, E.C.2. 

January 5, 1953. W. M. ALLEN, Secretary. 























THE CHARTERED INSTITUTE OF SECRETARIES 


DIRECTORS requiring .the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicate with the 


Secretary of the Institute 


52-54 HIGH HOLBORN, LONDON, W.C.| 














tulle Banker’s Mitch 


Nautical knots and hitches will always remain impenetrable mysteries to 
this Banker! And the question of seamen’s welfare, too, may at first sight 
appear a knotty problem. A client asks ‘‘ How can my legacy best benefit 
sailors ?”” There are many societies to which sailors turn in times of 
trouble. What is he to advise? 


The solution is no mystery. King George’s Fund for Sailors makes grants 
to over 120 welfare and benevolent societies. A legacy in favour of this 
central fund for all sea-services helps sailors and their dependants everywhere 


King George’s Fund for Sailors 


| Chesham Street, London, S.W.! 

















The Bank of N. T. Butterfield 
and Son, Ltd. 


BERMUDA 
Established 1858 


Complete Commercial Banking and Trustee 
Department services 


Correspondents of principal 


English and 
Scottish Banks 
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How fast can your 


adding-machine operators 


work ? 


SPEED IS NOT EVERYTHING. Nevertheless, one of 


the best tests of an adding-subtracting machine’s value 
to your business is the rate of work per hour an 
operator can achieve on it. 

Some machines are so constructed that the expert 
operator has to go through exactly as many manual 
movements as the beginner. 

Burroughs design theirs on the understanding that 
the least expensive machine — whatever its purchase 
price —is the one which enables most work to be com- 
pleted in the shortest possible time. Using a Burroughs, 
with the famous short-cut keyboard which enables two 
or more keys and the motor bar to be depressed 
simultaneously, a skilled operator can work up to an 
astonishing rate of production. 

With office-space and staff-time the price it is today, 
installing a Burroughs Adding-Subtracting machine 
(there’s a wide choice of capacities and carriages, and 
they all multiply as well) is a decisive step towards 
cutting office costs. It’s not too soon to call Burroughs 
todav! 


Burroughs Adding Machine 
Limited, Avon House, 356-366 
Oxford St., London, W.1 












Is your office staff obliged to 
do, manually, work that might 
be done electrically with 
much less effort? 


Burroughs’ publication **Ways to Save Time in 
an Office’ poses —and suggests answers to— 
many questions like this. If vou'd like to have it 
by you, write to Burroughs at their London 
address. It will be sent free of charge. 
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A Banker’s Diary 


THE first month after the close of the Commonwealth Conference has shed 
remarkably little light on the nature of the Prime Ministers’ *‘ plan ’’ for an 
advance towards sterling convertibility. Mr. Churchill’s New 
The Year visit to the United States does not seem to have been directly : 
Hidden related to it; at any rate, Mr. Foster Dulles has told a Congres- 
Plan = sional committee in Washington that the Prime Minister “ did 
not seek commitments of any kind © and “ did not come prepared 
to discuss any concrete matters’. There also do not seem to have been any 
clear-cut discussions yet between Britain and the main European countries: 
the visit to London in mid-January of M. Robert Marjolin, the Secretary 
General of O.E.E.C., was widely reported to have been motivated by his 
desire to learn more about the “ plan ’’ than he had been able to read in the 
newspapers. The O.E.E.C. authorities plainly have two good reasons for 
viewing the results of the Commonwealth conference with some concern. 
First, many Luropean Governments believe that it would be unfortunate if ai: 
British ministerial delegation went over alone to Washington—as Mr. Butler, 
is reported to wish to do before the Budget—instead of going over as part of a 
joint N.A.T.O. delegation to the new American administration. Secondly, if 
sterling became convertible, the European Payments Union would probably 
be wrecked. Continental merchants and Government entities would then 
have every incentive to hold sterling back from the monthly clearings for 
eventual or immediate transfer into dollars, so that Britain would tend to run 
up very large surpluses with E.P.U. This whole problem cannot, of course, 
be viewed in perspective until it is known what safeguards Britain will require 
from European countries, to ensure that they will not make a massive switch 
away from sterling imports to dollar imports on the morrow of convertibility. 
But it is understandable that the E.P.U. authorities should want to know as 
early as possible where they will stand if an experiment is launched. 7 
Meanwhile, statements made in the past month by other delegates to the 
conference have been eagerly scanned for clearer hints about the Common-. 
wealth’s decisions. Mr. Menzies has told an Australian audience that their 
“sole aim must now be to get more production from the soil’’, and has 
emphasized that the Dominion’s investment programme anust be concentrated. 
wholly on schemes that will help export production. This is a clear and. 
welcome change of emphasis—the more is the pity, therefore, that Mr. Menzies’s 
change of heart seems to have come only a few months before a General 
Election is likely to turn him out of office; the attitude of the Australian 
Labour Party, under the almost Bevanite leadership of Dr. Herbert Evatt; 
unfortunately raises doubts about whether Australia’s belated recognition. of 
the need for disinflation will be pressed through into action. In South Africa,. 
as is reported in an article on page go of this issue, Mr. Havenga’s statements 
(or rather lack of them) have suggested that a plea for an increase in the dollar. 
price of gold is probably part of the Commonwealth’s “ plan ’’; what Washing:-. 
ton will have to say to this plea is another matter. In London, Mr. Butler. 
has told a representative of an: American magazine, U.S. News and World 
Report, that the International Monetary Fund was designed: to operate in:a 
non-existent ‘‘ world of equilibrium with minor oscillations’’; and that its. 
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“rules and constitution have proved rather inflexible’. It would not be 
surprising if this heralds some attempt to modify what Professor Lionel 
Robbins (in the latest issue of Lloyds Bank Review) has called the I.M.F.’s 
‘ absurd system of government whereby the most delicate, the most responsible 
business of the Fund has been conducted by a large board of directors or their 
alternates, sitting in almost continuous session’. In addition, Professor 
Robbins argued, the Fund should scrutinize the domestic policies of its 
members, as E.P.U. does; and it needs more money to lend. 


THE fall of $49 millions 1n the gold reserves during December did not constitute 
any real check to the favourable trend of recent months; it was due wholly 
indeed much more than wholly—to the payment of $181 millions 

Gold for the annual service of the North American loans. Receipts of 

and American aid in December, at $31 millions, were also lower than 

Trade most observers had expected. In all, aid receipts in the second 

half of 1952 amounted to $226 millions, or nearly $1oo millions 
less than the Chancellor had forecast in July. The main barrier here has been 
that some of Britain’s principal commodity imports from the dollar area— 
wheat, sugar and tobacco in particular—have failed to gain the approval of 
the United States Treasury as “ defence-like " and thus eligible for reimburse- 
ment. But the sterling area's direct accounts with North America seem to have 
been kept in approximate balance throughout the last six months of the year, 
despite the special dollar payments (estimated at $170 millions in all since 
August) necessitated by the short-lived experiment in commodity arbitrage. 
The favourable effects of this experiment were reflected in the receipt of $270 
millions of gold from the European Payments Union between mid-October 
and mid-January. In December itself the sterling area’s surplus with E.P.U. 
amounted to {29} millions, and gave rise to another gain, of $573 millions, of 
gold last month; the other 30 per cent. of the surplus was devoted to reducing 
the United Kingdom's overdraft with the Union. If the surplus in January 
exceeds {18 millions, 50 per cent. of the difference will have to be devoted to 
the repayment of Britain's overdraft. I[t is therefore likely that the early 
months of 1953 will bring smaller gains of gold from E.P.U., but net earnings 
from the dollar area should continue to be appreciable. 

As is shown by our usual table on page 116, the gold and dollar reserves rose 
by $194 millions in the last eight months of 1952, after having fallen by no 
less than $683 millions in the first four months. The main factor at work in 
the last three quarters of the year was plainly the sterling area import cuts, 
aided—in Britain's case—by an improvement in the terms of trade. Britain's 
total imports (valued c.1.f.) fell by £422 millions to £3,481 millions in 1952. 
This fall of some 11 per cent. in value was clearly mainly attributable to a fall 
in volume, since import prices fell only by about 2 per cent. during the year. 
Despite a rise of some 5 per cent. in export prices, British exports also con- 
tracted, by £30 millions (or I per cent.), to £2,550 millions; this was, however, 
partly offset by a rise of £17 millions, to $144 millions, in re-exports. In all, 
it will be disappointing if the overall balance of payments surplus of £24 
millions that was earned between January and June has not been repeated 
—and perhaps improved upon—between July and December. During this 
second half of the year imports (again, valued c.i.f.) fell by another £320 
millions while exports fell by only £170 millions; even when allowance is made 
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for the time lag between shipments and receipts, the improvement in the 
visible balance should therefore have been sufficient to offset any deterioration 
there may have been in invisibles because of the American loan payments. 


THE first testing of the market for local authority borrowings has followed the 
lapsing of the statutory limitation a good deal more speedily than many 
people thought likely when the change was foreshadowed 
Birmingham last November. The Government then emphasized that 
Tests the the projected lifting of the prohibition upon borrowings 
Market other than through the Public Works Loan Board did not 
mean that it intended either to restrict the availability of 
P.W.L.B. funds or to drive the authorities into the market by the device of 
raising the rates charged by the P.W.L.B. These rates, last changed in 
February, 1952, had, indeed, remained at levels that generally compared 
favourably with yields on Government securities, especially in the longer- 
term brackets of the comparison. And as even the strongest of the local 
bodies could not be expected to command as high a credit rating as the British 
Government, many City observers found it hard to believe that the authorities 
would want to take advantage of the new freedom. 

The launching of a £6 millions loan for the City of Birmingham within 
three weeks of the turn of the year has belied this conclusion, but has con- 
firmed the assumption upon which it was based. Birmingham, though of 
the highest credit rating, has inevitably had to pay more in the market than 
it would have had to pay to the P.W.L.B.—vet it clearly drove a close bargain 
with the City sponsors of the issue. The stock chosen—4} per cent., 1967-70, 
at g8—offered a gross yield to the final date of £4 8s. 4d. per cent., or less 
than } per cent. above that shown on the 4} per cent. Electricity Stock, with 
its nine years longer maximum life. The margin over the redemption yield 
of the only Government stock that is finally redeemable in 1970 was somewhat 
wider (4s. per cent.), but that stock, the 3 per cent. Savings Bonds, 1960-70, 
has a coupon rate that is not attractive to ordinary investors for current 
income (its flat yield on the eve of the ‘* Brum” announcement was little 
more than 33 per cent.). Yet, by borrowing for a maximum term of seventeen 
years, Birmingham appears to have put itself just beyond the point at which 
money could have been obtained from the P.W.L.B. at only 3? per cent.— 
which is the charge applicable to loans of more than 10 but less than 16 years 
—and has thrust itself into the highest P.W.L.B. bracket, where the charge 
is 44 per cent., or 1/6th per cent. less than Birmingham is paying in the market. 

It is not to be supposed, however, that Birmingham does not regard this 
operation as good business. Since the P.W.L.B. does not offer “‘ maturity ”’ 
loans, but lends only upon an annuity basis that requires the borrower to 
provide full amortization throughout the period of the loan, the authorities 
generally regard it as impracticable to borrow from the P.W.L.B. for any 
shorter period than that of the underlying projects for which they get “ loan 
sanction’. Had Birmingham relied on this occasion upon the P.W.L.B., it 
would almost certainly have been constrained to borrow for a much longer 
period than. 14-17 years. And, now that interest rates stand at a level that 
appears to most people to be above the long-term average, it is obviously in 
the interests of strong municipal borrowers to keep their borrowings shorter 
than they would be through the P.W.L.B. This consideration may induce 
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others to follow Birmingham's lead, but there are not many authorities that 
have this high rating and this long record of market experience, and not all 
of them may take the same view of the future of rates. At least for some 
time to come, the likely volume of new municipal financing through the market 
will be a small fraction of the scale of new lendings by the P.W.L.B. 


THE opening of the season of major tax-gathering has reversed, at last, the 
week-by-week growth of the Exchequer deficit. In the first seventeen days of 
1953 the heavy inflow of revenue exceeded “ ordinary ” 


The expenditure by £268 millions, compared with an excess of 
Exchequer {235 millions in the first nineteen days of 1952, and thus 
Deficit reduced the accumulated deficit on the ordinary budget 


correspondingly. But the tide of revenue will have to flow 
much more strongly than this if the Chancellor is to come even within tele- 
scopic sight of his budget targets. By end-1952, the above-line deficit had 
piled up to no less than £525 millions, in contrast with £226 millions at end- 
1951, despite the fact that in the current year {64 millions of actual defence 
expenditure had been excluded from the reckoning and treated as having been 
financed by the “ counterpart’ of dollars received as ‘‘ defence-support ”’ 
from the United States (a procedure that was never followed with ‘* Marshall ” 
dollars). Moreover, at this same date, the “ below-line ” net deficit stood at 
£426 millions, or £50 millions more than the comparable deficit at end-1951. 
If allowance is made for the expected net savings from reductions in sub- 
sidies (after the countervailing reliefs in bigger social payments), and if the 
‘counterpart "’ deduction made from defence estimates is added back to 
ensure a proper comparison with 1952, Mr. Butler's budget implied an expected 
improvement of 446 millions in the “ above-line ” surplus (making it £426 
millions) and a roughly similar improvement in the “ below-line’”’ deficit 
(reducing it to £506 millions) so as to show, for 1952-53, a true overall deficit 
of only £80 millions, compared with the actual overall deficit of £171 millions 
incurred in 1951-52. The increase of £414 millions shown in the overall deficit 
for the first nine months of 1952-53 (including the £64 millions of defence 
expenditure) thus contrasted with an original expectation of a reduction 
in the deficit by £91 millions. In other words, if the original estimate were to 
be precisely achieved, in the last quarter of the year revenue would have to 
surpass total expenditure by more than £930 muillions—or by {£500 millions 
more than it did in the last quarter of 1951-52. So huge a turn-round as this 
is obviously inconceivable; but it seems likely that the eventual result will 
better the more pessimistic forecasts that have lately been current. (Guess- 
work this year is more than usually hazardous; but the undependable indica- 
tions available at present suggest an eventual true deficit of between £200 and 
£300 millions “ overall ”’. 


THE London quotation for fine silver has been rising steadily during the past 
month, and from a figure of 72?d. quoted on the first day of the year it had 
reached 74d. per ounce by January 21. This movement was 

Dearer caused by the concurrent increase in the New York price from 
Silver 83} cents to 85} cents per fine ounce; the rate for official silver 
sold by the Bank of England to authorized industrial consumers 

is still fixed day by day in accordance with the previous day’s New York 
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quotation. The spurt in this dollar quotation appears to have taken the market 
very much by surprise. The main seasonal buying impact in the New York 
market usually occurs in the autumn when the jewellery trade is buying in 
anticipation of Christmas sales, and there tends to be a considerable slackening 
in demand after the turn of the vear. This year, however, relatively quiet 
conditions in the autumn were followed by an unusual burst of activity in 
January, when sales amounted to as much as 450,000 ounces in a single working 
day. There are indications that the big stocks of Mexican silver, which had 
been overhanging the New York market for some months, have now been 
cleared. There are still sizable stocks of silver melted down from demonetized 
Cuban and Spanish coins available for sale in New York, but these are being 
handled with considerable astuteness; the seller has been deliberately holding 
off the market while quotations have been rising. 

The turnover in the London silver market has been exceptionally small. 
Now that the discount on transferable and other forms of cheap sterling has 
dwindled to small proportions, there is less scope than there was for silver 
‘shunting '': for some time past, therefore, the quotation for exportable 
silver has hardly differed from that quoted for domestic silver sold to authorized 
commercial consumers. Meanwhile, nobody in the market seems to be taking 
very seriously the prospect that over 400 million ounces of silver may have to 
be repaid to the United States by April, 1957; 1n the five years to that date, 
according to settlements negotiated in 1945 and 1946, the silver lend-leased 
to the Alhes during the war should be repaid in kind to the United States. 


RECENT developments in Britain's commercial and monetary relations with 
Argentina and Brazil have come as a reminder that there are parts of the 
world where sterling has become a decidedly scarce 

Scarce Sterling currency. They have also, unfortunately, suggested that 

in the automatic reaction to any such shortage is still for 

South America _ these countries to try to mulct British investors, rather 

than to put their own houses in order. Certainly nobody 
in this country has any reason to be pleased with the new Anglo-Argentine 
trade agreement, under which Britain has secured the promise of some 33,000 
tons more carcase meat a year, in return for a price increase from {126 to 
f161 per ton. In addition to this price increase Britain has granted Argentina 
a long list of financial concessions. In the first place, Argentina has secured 
a gold or dollar guarantee in respect of any sterling balance it may acquire 
in excess of £20 millions; that, however, is one aspect of the agreement that 
need not cause undue concern for it is unlikely that Argentina’s accumulation 
of sterling will reach anywhere near that figure. What is much more likely 
is that the Argentine sterling balances will fall to a level at which another 
part of the agreement will become operative, namely, a British undertaking 
to help Argentina by a credit of not more than {£20 millions at any time 
within the eighteen months to June, 1954. 

Another depressing feature of the pact is the absence of any firm commit- 
ment on Argentina's part to meet financial remittances to this country: 
indeed, although railway pensions will apparently continue as hitherto, there 
seems to be no hope of remittances of profits from Argentina during the com- 
ing year. Moreover, no arrangements have been reached about compensation 
to British shareholders of nationalized public utility companies in Argentina: 
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the most that has been secured here is that a committee has been set up to 
discuss this issue and has been called upon to report within six months. 

The news from Brazil suggests that the authorities in that country may 
now be resigned to letting the cruzeiro find its level in a free foreign exchange 
market; at first, the depreciated free market rate will apply only to a 
limited number of transactions—including, inevitably, profit remittances— 
but it is likely to have to be extended soon. Whether this will unfreeze the 
position sufficiently to allow Brazil to honour its overdue commercial debt 
commitments is a matter for some doubt. The commercial arrears to Britain 
alone amount to £45 millions, and there are also substantial Brazilian arrears 
due to traders in the Netherlands, Germany, France and Belgiurn. 


As the leading article in this issue of THE BANKER points out, civilian con- 
sumption in Britain seems again to have fallen slightly in 1952; but as the 
interim index of retail prices—according to preliminary estimates 

Spending -——rose by some 6 per cent. during the year, the total value of 


in retail sales was again higher. Moreover, the upsurge 1n Christ- 
1952 mas spending at the end of the year was great enough to catch 


the authorities by surprise. The peak of the active note circu- 
lation in 1952, at £1,550 millions on Christmas Eve, exceeded the comparable 
figure for 1951 by £113 millions—-a far greater rise than during any year since 
1945. Ihe total expansion in the active circulation during the season of 
holiday spending—which amounted to {95 millions, as measured from the 
November low—necessitated two increases in the fiduciary issue, by £50 and 
£25 millions respectively, in December; the reflux of £95 millions of notes in 
the four weeks after Christmas, however, enabled both these increases to 
be rescinded early in January. The national savings figures also reflected the 
pressure of the price level on spending habits. During the calendar year as a 
whole, net withdrawals from the movement exceeded new savings (even after 
including accrued interest) by £26 millions; and, after taking account of £58 
millions of defence bonds redeemed at maturity, total small savings remaining 
invested declined during the year by £84 millions. Here again, withdrawals 
for Christmas spending were at the record levels of £31} millions during the 
week before Christmas (which exceeded the figure for 1951 by £6 millions) 
and {133 millions in the five-week period of pre-Christmas spending, compared 
with 4116 millions in the comparable period of 1951. 

As was to be expected, the pinch has been felt most in areas where con- 
sumer goods industries provide the main source of livelihood. This is borne 
yvut both by such figures for the geographical distribution of retail trade as 
exist and by the Bankers’ Clearing House returns, which show appreciable 
declines in bank clearings during the year only in those provincial centres 
where textile, clothing and footwear industries predominate. The increase in 
the “‘ Town ” clearings, at 1.5 per cent., was, how ever, at a slower rate than 
in previous post-war years and the “ General ’ ’ clearing showed only a slight 
rise (of 0.2 per cent.). These clearing figures are, of course, robbed of much of 
their worth by the fact that intra-bank clearings (as well as clearings under 
local arrangements) are excluded from them; so far as can be judged, however, 
the velocity of circulation (as measured by the ratio of clearings to the monthly 
average of bank deposits) again increased, though not by so much as in I95I. 
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Policy for the Breathing Space 


OR the past three months the development of the Commonwealth’s 
‘plan for sterling convertibility has held the centre of the financial 
stage; and the main topic of current speculation is inevitably what that 
stage will look like when the curtain at last goes up on the play. The one 
thing that is certain is that the play will have a depressingly short run if dis- 
inflation in Britain 1s not called in to perform a fully effective supporting role. 
Indeed, Mr. Butler has publicly stated that disinflation should go far enough 
to allow this country to run an external surplus of between £300 and £350 
millions in the financial year 1953-54. With the budget only two months 
ahead, the time has therefore come to review the prospects—and the desidera- 
ta—for Britain's internal economic policy this year, and in particular to 
assess how far that policy could or should accord with the views urged on the 
Chancellor by the bank chairmen in their latest annual addresses. It is 
perhaps misleading to call the present phase a “ breathing space’; this term 
of Mr. Butler’s was severely criticized by Lord Aldenham of the Westminster 
Bank last month, who feared that it might imply that the Government was 
voing to rest on laurels not yet securely won. But at least this is a phase when 
Britain no longer labours under the necessity for further retreat, but enjoys 
the opportunities for a new advance; and economic policy for the year ahead 
must be designed to enable the country to grasp them. 
THE ACHIEVEMENTS OF 1952 
These opportunities for 1953 have their basis in the achievements of 1952. 
Before assessing where Britain may go, it 1s wise to review. where Britain 
has been. Very briefly, the story of 1952 was one of a recovery that went 
further than the Government had originally expected, for a number of unfore- 
seen—and partly fortuitous—reasons. When Mr. Butler drew up his budget 
last March his aim was to reduce the external deficit of between {£550 and {600 
millions in the fiscal year 1951-52 to approximate balance in 1952-53, and yet 
to provide for some £200 millions of additional defence expenditure. He hoped 
that his budget would allow this gap of between £750 and £800 millions to be 
bridged by (all figures in terms of 1951-52 prices) : 
An increase of £250 millions in production; : 
A decrease of £50 millions in Government civil expenditure; 
An improvement of between £200 and {£250 millions in net invisible 
receipts and the terms of trade; 
A decrease of £250 millions in domestic investment; and 
Approximate stability of domestic consumption. 


In the event, the hoped-for improvement under the first two of these heads 
does not seem to have been achieved, but the improvement under the last 
three seems to have come up to or beyond expectations. In consequence, the 
external deficit of £465 millions in 1951 (and of some {550 to {600 millions 
in the fiscal year 1951-52) was turned into a surplus, probably of the order 
of {50 or £100 millions, in 1952; between the fiscal years 1951-52 and 1952-53 
the improvement will thus almost certainly be greater than that at which 
Mr. Butler originally felt able to set his sights. 
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In view of the disappointing trends of Government revenue and expenditure 
—the outturn of the budget accounts themselves seems likely to be at least 
4150 to £200 millions worse than original estimate—this recovery requires 
some explanation. As far as can be seen from the incomplete figures available, 
industrial production in 1952 was some 2 to 3 per cent. below 1951. It was 
recovering swiftly at the end of the vear, and the comparison between the 
fiscal years 1951-52 and 1952-53 will probably be less depressing; even so, the 
{250 millions increase in real national product that Mr. Butler hoped for seems 
destined to go by the board. The projected real cut of £50 millions in Govern- 
ment civil expenditure in the current fiscal year (excluding the subsidy cuts 
at budget time) also seems in danger; approximate stability seems to be the 
best that can be hoped for here. Against this, however, the improvement in 
the terms of trade and net invisible receipts 1s likely to prove greater than 
was originally expected. In 1952 average import prices fell by some 2 per cent., 
and average export prices rose by 5 per cent., so that the improvement in 
the terms of trade alone probably contributed more than £200 millions towards 
closing the trade gap between 1951 and 1952. Net invisible receipts in 1952 
are likely to have been slightly lower than in 1951, but this comparison is 
distorted by high receipts in the first three months of 1951; the improvement 
between the fiscal years 1951-52 and 1952-53 may therefore bring the gain 
under these two heads significantly above the target mark of £250 millions. 





LOWER PRIVATE SPENDING 

Nevertheless, this improvement in the terms of trade and in invisibles 
would not have been sufficient to offset the fall in production and the con- 
tinuance of Governmental extravagance if domestic consumption and invest- 
ment had run on the wrong side of the Chancellor’s estimates. As far as can 
be seen, however, they have not done so. In an interview with the London 
representative of U.S. News and World Report last month, Mr. Butler estimated 
that civilian consumption in 1952 has been “ some two or three per cent. 
lower than in 1950, while civilian investment has had to be held at about the 
1950 level’. Mr. Butler's estimate for consumption, which is broadly in line 
with the retail trade figures already available for the first three quarters of 
the year, implies that the real volume of consumption may have dropped by 
between #70 and {150 millions between 1951 and 1952; it should be added, 
however, that consumption was rising again at the end of the year and the 
comparison between the fiscal years 1951-52 and 1952-53 may be less favourable. 
[t is more difficult to translate Mr. Butler’s estimate of real investment in 
[952 into a form that is comparable with his hopes of last March. But real 
gross domestic capital formation in 1951 was some £440 millions higher than 
in 1950 (wholly because of a rise of £480 millions in the rate of stock building); 
if civilian investment did indeed revert fully to its 1950 level in 1952, therefore, 
the estimates that underlay the budget should certainly have been fulfilled— 
although at what cost to the level of stocks and the future of Britain’s pro- 
ductive efficiency nobody yet knows. 

The impression therefore emerges that, despite the ominous growth of an 
overall budget deficit, the decline in spending in the private sector has been 
at least as great as Mr. Butler assumed it would be last March. The reason 
for this is surely by now quite apparent. It lies, as the bank chairmen 
emphasized in their annual addresses last month, in the unexpected degree of 
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success attained by monetary policy. This point was perhaps put most 
cogently and boldly last month by Mr. A. W. Tuke of Barclays Bank. “ Since 
the end of the war’’, Mr. Tuke declared, “ there has been issued by the 
Treasury a succession of memoranda to guide the banks and others as to the 
types of advances which they should favour or disfavour as the case may be. 
These memoranda have all said substantially the same thing, with certain 
minor variations or differences of emphasis, and the banks have done their 
best to carry out the injunctions of successive Chancellors, but, nevertheless, 
the inflation of credit through bank advances continued until the old-fashioned 
remedy of the interest rate was apphed, when the tendency was quickly 
reversed ’’. This new monetary policy, as Lord Balfour of Burleigh emphasized 
in his address to shareholders of Lloyds Bank, was not intended to run the 
course alone; nevertheless, as Mr. Tuke also pointed out, “ the other policies 
which it was supposed to supplement have not been very easy to discover 


How TouGH A BUDGET ? 

The main question for 1953 1s whether reliance on this weapon of monetary 
policy will be enough for a Britain that is to try to run a surplus of between 
£300 and £350 millions, or whether the weapon of budgetary policy will have 
to be painfully sharpened again next April. If the answer—happily but 
unexpectedly—is that spending in the private sector will not have to be cut 
further in 1953-54, there will still, of course, remain the second question of 
whether the opportunity should not be taken to re-distribute spending between 
the Governmental and the private sectors. On the first of these questions, 
the bankers seemed inclined to defer judgment last month, although a pessi- 
mistic note was allowed to creep into the addresses of both Lord Balfour of 
Burleigh and Lord Harlech of the Midland Bank (who observed that Britain 
suffered from “* persistent over-consumption "'). To the second question, the 
bankers all responded with a resounding affirmative. 

Since it should be much easier in two months’ time than it is now to make 
an estimate of what will /ave to be done in the budget (as distinct from an 
assessment of what redistribution of burdens ought to be tried), the bankers 
were wise to evade definite answers to the first question. Unfortunately, 
however, in the process of evasion they revealed a distinct split into two 
schools of thought on one of the main problems that is going to be relevant in 
this context—the problem of whether the Government Should take positive 
measures to aid the switch of resources from the consumer goods to the capita! 
goods trades. As this issue is going to lie very near the heart of all debates on 
internal economic policy in the next few months, it seems necessary to discuss 
the hkely functions of the 1953 budget in this respect at some length. 

Very broadly, Mr. Butler could be forced to bring in an unpleasant budget 
in April by two factors: if he estimated that his overall budget deficit in 1953-54 
would be so large that the short-term borrowing necessary to finance it would 
blunt the sharp edge of monetary policy, or if he believed that private spending 
would otherwise increase faster than the growth of available resources will 
allow. It is already known that defence expenditure will rise moderately 
in 1953-54, that administrative expenditure will be difficult to keep down in 
view of the rise in prices, and that the yield from direct taxation (especially 
on companies) is not likely to rise as sharply as in recent years; on the other 
hand, the Chancellor will have the ‘‘ benefit ’’ of revenue from the Excess 
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Profits Levy (although Lord Balfour of Burleigh suggested that the decline in 
company profits may make this negligible) and of Mr. Gaitskell’s decision in 
1951 to discontinue initial allowances. If no tax or expenditure changes 


were made in the Budget next April, therefore, it seems possible, at a very | 


rough guess, that the overall deficit in 1953-54 would be no larger than in 
1952-53—but then nobody knows what the latter itself will be. 


THE DISPLACEMENT OF RESOURCES 

This concentration on the probable shape of the budget accounts themselves 
is, In any case, less relevant for the future of economic policy than estimates 
of the probable need for displacement of real resources. Here, much will 
depend on the relative trends of production and consumption. At the moment 
production is increasing hearteningly, and in most of the right places; in the 
interview with an American magazine already quoted, Mr. Butler declared 
that the record steel output of the last four months of 1952 implies that 
Britain can now “ expect a very healthy rise in the output of the metal-using 
industries '’. Provided that steel has been the main bottleneck—and that 
labour is not allowed to become a new one—it is therefore just possible that 
the rise in exports needed to attain the required external surplus of between 
£300 millions and £350 millions could be secured by an increase in the right 
sorts of production in 1953. As production rises, spending power would, of 
course, rise too—though, thanks to the impact of income tax, much less than 
proportionately. But, on the rosy view of the future of production that seems 
implicit in Mr. Butler’s recent statements, it would not be impossible for rising 
productivity next year to “ carry ”’ the required increase in exports, and the 
upsurge in spending power that is its own child, too. 

This hopeful analysis, however, immediately raises three major questions. 
The first 1s: Will the stipulated increase in export production in fact be 
achieved ? The answer may hinge largely on the availability of labour 
resources in the industries that still enjoy a buoyant overseas demand for their 
products; it was for this reason that Lord Balfour of Burleigh expressed 
concern last month that “‘ the consumer trades are picking up again and 
manpower is moving back into the same employments from which it was 
realised earlier in the year ’’. Lord Aldenham, too, was careful to describe the 
switch of resources secured last year as nothing more than ‘“‘ some small 
advance in the redistribution of manpower ”’. 

The second question is: Does Britain need to run a large export surplus, or 
would the achievement of mere balance not be sufficient ? So long as the 
counterpart of any surplus was being lent to Australia and other Dominions 
to foster their grossly uneconomic industrialization programmes, this was a 
fair question. Now, however, if the decisions reached at the Commonwealth 
Conference are really to be effected, the counterpart of the surplus is to be 
used for building up dollar-earning and dollar-saving enterprises in the 
Commonwealth. In building up these enterprises Britain is racing against 
time; the sterling area has got to be hammered into competitive shape to 
meet the challenges that will arise, first, from convertibility, then from a 
decline in American aid, and eventually perhaps from some downturn in 
American business activity. 

This leads straight to the third question, and one that was asked, not 
unnaturally, by two of the three bank chairmen who addressed their statements 
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from Lancashire last month. This question is: Why should it be assumed 
that the achievement of this export surplus would be made easier by a transfer 
of resources from the consumer goods to the capital goods industries ? Sir 
Thomas Barlow of the District Bank expressed the—-almost certainly justifiable 
—belief that greater disinflation and the fall in sterling balances in the overseas 
sterling area countries might lead to a decline in their demand for capital 
goods. He then, however, went on to the rather surprising conclusion that 
Britain would then “ have to satisfy Commonwealth wants in another form: 
in other words . . . we should have to supply consumer instead of capital 


goods’. And Sir Eric Carpenter, in his maiden address to stockholders of 


Williams Deacon’s Bank, emphasized that “ consumer goods have the advan- 
tage of being in continual and recurrent demand, which does not apply to all 
kinds of capital goods’. The answers to these arguments are surely, first, 
that capital goods are the one sort of British export that could plainly be 
increased at the moment by further disinflation—because the barrier to an 
increase is not so much lack of overseas demand as the length of British delivery 
dates; secondly, that as Commonwealth countries cut down their spending, 
their imports of consumer goods are likely to be restricted at least as fiercely 
as their imports of capital goods; and, thirdly, that modern methods of anti- 
cyclical policy suggest that overseas demand tor capital goods might be main- 
tained throughout a recession, even while demand for semi-durable consumer 
goods (specifically including textiles) fell. 


LET THE MARKET DECIDE 

That, certainly, was the judgment of the future of the market that seemed 
implicit in the analyses put forward by the majority of the bank chairmen 
last month—and quite explicit in the analvsis made by Lord Balfour of 
Burleigh. In a special review of long-term world problems, for example, 
Lord Harlech declared that ‘“‘ enormous capital requirements are foreseen ” 
both in advanced and under-developed countries. And the third of the 
Lancashire bankers, Mr. A. H. Bibby, of Martins Bank, stressed that Britain 
must be “ ready by flexibility to turn over production ” to new industries 
rather than “‘ trying to compete in fields where our old-time customers can 
produce for themselves at a cost well below our figure ‘'; indeed, Mr. Bibby, 
writing from Liverpool, added courageously: “‘ In the cotton and shipbuilding 
trades, it is considered as almost unfair and dishonest that the Japanese and 
Germans, by working harder for rewards that do not provide the amenities 
we demand, should undercut us’’. The same point, that Britain could only 
survive if its exports were made competitive “ however painful the process 
may be to some sheltered: industries ’’, was emphasized by Lord Selborne of 
the National Provincial Bank. 

This disagreement about the relative roles of consumer and capital goods 
in Britain’s future export drive therefore runs deep. But there is surely an 
easy way to resolve it: by letting the free play of the market decide the issue. 
Fortunately the fiscal policy urged upon the Chancellor by almost all the 
bankers would do precisely that. In particular, none of the bankers suggested 
that the fight’should be weighted in favour of the consumer goods industries 
by discriminatory concessions on purchase tax, or that the sterling area 
countries should ‘‘ whip up feverish activity in their internal markets and their 
mutual trade’ (the phrase is Lord Balfour of Burleigh’s) in order to obviate 
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necessary changes in the present pattern of British employment. Instead, the | 


bankers’ budget prescription, from Lancashire as from London, was remark- 


able in its consistency. It was: cut Government expenditure and give industry | 


the priority in any tax reliefs made possible thereby. 
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Most of the chairmen declared specifically that the necessary economies | 


in Gcovernment expenditure could not be secured by mere tinkering with the 


costs of administration but would require, in Lord Selborne’s words, ‘‘ major 
changes in policy’. Lord Selborne himself wanted to see the axe swing | 


widely through the whole gamut of “ local authorities, Government agencies 
and nationalized industries "’, and laid especial emphasis on the burden of the 
social services. Sir Eric Carpenter believed that economy must be practised, 
if necessary, even in “so laudable an objective as housing”. Mr. Bibby 
stressed the need for pruning of the Government departments that handle 
now redundant controls, and Mr. Tuke also referred to hopes—which he 
recognized could not be entirely fulfilled—‘‘ of a holocaust of controls and 
controllers, with a few shovelsful of snoopers to make the flames burn more 
hercely '. There was also general agreement with Lord Balfour of Burleigh’s 
view that “ productive industry has the prior claim to any tax concessions ”’, 
The inadequate level of present depreciation allowances was_ specifically 
mentioned by most of the bankers, and the Excess Profits Levy had not a 
single friend. 

[t is quite certainly in this image that Mr. Butler should cast his Budget. 
A policy of drastic cuts in Government expenditure—including the food 
subsidies, the housing programme (which could automatically be deflated if 
rent restrictions were lifted and the housing subsidies abolished) and steps to 
wind up the Ministry of Food—would provide scope for significant tax reduc- 
tion; if these tax reductions were directed towards industry, they would lead, 
first, to an increase in productive investment and, secondly, to a net increase 
in the nation’s savings (which would quickly show itself in an increase in the 
balance of payments surplus). [f—after the necessary switch in the pattern of 
production had been effected and the delivery dates of British capital equip- 
ment had been brought down below those of Germany and other competing 
nations—some of the increase in net savings should show itself in a growth 
of structural unemployment, instead of in an increase in the export surplus, 
it would not be difficult to take up this slack. One way of doing so might be 
by engineering a fall in the rate of interest (in addition to that which would 
automatically be inspired by a “‘ confidence "’ budget of this sort). But since 
the main consequence of a restrictive monetary policy has been to restrict the 
scramble for stocks (largely of imported materials) rather than to bite into 
productive investment, a preferable way might be by lifting—then and only 
then—some of the load on domestic consumption. All this, in any case, lies 
well in the future. The imperative need of the moment is to make Britain’s 
breathing space more secure by shedding some of the load of Government 
expenditure, and to utilize this opportunity to build up sound British invest- 
ments at home and abroad. That is not merely the pre-requisite of converti- 
bility. It is also the price of survival. 
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Dearer Money in America ? 


HE accession to power of the Eisenhower Administration raises many 

critical questions about the future of American economic policy. The 

answers to these questions will be hammered out slowly and paintully 
over the next twelve months. In many cases the prospect is still too obscure 
for it to be helpful to speculate about the shape they may assume. But there 
is one field of American domestic policy to which the attention of British 
bankers and business men deserves to be attracted now. In his election 
campaign President Eisenhower consistently indicated that he—or rather his 
advisers—tfavoured greater emphasis on monetary policy as a weapon against 
inflation; and it so happens that he has inherited a situation in which the 
trend in the American money market already seems to be towards higher 
interest rates. 

Any signs of a sharp increase in American money rates would deserve close 
attention in Lombard Street. If Britain is on the way to sterling convertibility, 
with or without floating exchange rates, the relation of short-term rates 
between the London and New York money markets may well begin to acquire 
ereater significance than it has had for the past thirteen years. At present 
the three months forward premium on dollars in terms of sterling is 3 of a cent, 
which means that the three-months Treasury bill rate in New York should be 
about } per cent. below that in London. At the time of writing, the Treasury 
bill rate in New York is 2) per cent. and that in London 1s 22 per cent., so that 
the spread is smaller than that indicated by the forward exchange quotations. 
A situation has thus arisen in which London money rates would be too low if 
there were greater freedom for interest arbitrage than obtains to-day. It 
would, of course, be wrong to attach dramatic importance to this; nobody 
expects that there will be very much scope for interest arbitrage even when 
the Commonwealth’s experiment in convertibility is fully launched, or that 
the Bank of England will take heroic measures merely to protect any one 
pattern of forward rates. But it would be wise for British bankers to keep a 
careful watch on the credit trend in America none the less. 


THE COURSE OF AMERICA’S CREDIT SQUEEZE 

The turn of the year in the American money market proved to be a quite 
exceptionally difficult period. The commercial banks were much more than 
usually dependent on Federal Reserve assistance to overcome the seasonal 
end of year squeeze. There was a scramble for ‘‘ Federal Reserve funds "’— 
that is, for the excess reserves deposited by some banks at the “ Fed” and 
thus available for lending to others; indeed, on the final day of the year the 
member banks’ reserves with the Federal Reserve Banks were so attenuated 
that they fell short, by $490 millions, of the statutory minimum. This spasm 
of stringency, seasonal though it may have been, was the culmination of a 
fairly prolonged period of what may be described as perceptible discomfort 
in the short loan market. In response to this, the U.S. Treasury bill rate had 
been rising steadily in the latter part of 1952 and for the last four weeks of 
the year it stood at over 2 per cent. At the first tender in January the rate 
dipped back to 1.986 per cent., but it rose again in the following week and the 
mid-January tender produced an average of 2.124 per cent. Then on January 
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10, this rebound was confirmed by a rise 1n the Federal Reserve Bank of New 
York's official rediscount rate from 1? to 2 per cent. 


This recent hardening of American money rates derives especial importance 


from the fact that it is, in part at least, the consequence of some major but 
meagrely reported changes during 1952 1n the available instruments of American 
credit policy. Over the years of the New Deal, and particularly since the 
outbreak of war, that policy had come to depend on selective as well as on 
quantitative controls. As was argued in THE BANKER last March,* these 
selective controls never worked very well, and it is therefore no great misfortune 

-from America’s point of view—that some of the most important of them 
disappeared in the course of 1952. The process of dismantlement started with 
the scrapping of instalment credit controls and of the Voluntary Credit 
Restraint Programme in May; but it was the Defence Production Act Amend- 
ments of 1952, which became effective on July 1 last, that really drove the 
last nail into the coffin of the old order. These amendments discontinued all 
authority for the regulation of consumer instalment credit, and made any 
control over credit for real estate construction for residential purposes contin- 
vent upon the rate of new housing starts. 

A situation has arisen, therefore, 1n which the Federal Reserve has only 
two weapons of credit management left: its control over member bank 
reserve requirements, and the well-tried techniques of monetary orthodoxy. 
Of these, the first weapon cannot be deployed much more powerfully unless 
there is a change in the law. Present legislation allows the Federal Reserve 
to vary reserve requirements against demand deposits for banks in central 
reserve cities between a minimum of 13 per cent. and a maximum of 26 per 
cent.; the requirement at present in force is 24 per cent. For reserve city 
banks the permitted range is between 10 and 20 per cent., and the present 
requirement is at the maximum. For country banks the permitted range is 
between 7 and 14 per cent., and the present figure 1s again at the maximum. 
Against time deposits the permitted range for all member banks is between 
3 and 6 per cent., and—once again—the present figure is at the maximum, 
xcept, therefore, for a possible 2 per cent. increase in reserve requirements 
against demand deposits of central reserve city banks, the Federal Reserve 
authorities have no scope for drawing in sail. If the Republican Admunistra- 
tion means what its leaders said in their election campaign about leaning 
more heavily on credit policy as a disinflationary force, the only measures 
immediately available for the “ Fed ’’ will be to manipulate further increases 
in short-term interest rates, to liquidate securities on the open market, and 
venerally to work by all orthodox means in its power to keep the commercial 
banks on a still shorter credit leash. 

COMMERCIAL BANKS ON THE LEASH 

It is in this direction that the “ Fed's’ policy has in fact been moving 
during the second half of 1952. The need for vigilance has been underlined by 
the heavy demand for funds from both the public and the private sectors. 
The demand from the public sector has, of course, been a reflection of the 
deficit on the Federal Budget. In the first six months of last year there was 


* See ‘‘Who Should Manage America’s Money ?”’ on page 129 of the March, 1952, issue of 
THE BANKER. 
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the usual seasonal surplus of Treasury revenue over expenditure; it amounted 
to $5,640 millions. During the second half of the year, however, there was 
a deficit of $9,293 millions; so that the net deficit in 1952 as a whole was 
$3,653 millions, the largest in any post-war calendar year. For the financial 
year ending on June 30 next the overall deficit is likely to be nearly $5,000 
millions. For the financial year 1953-54 the budget that has been formally 
presented by ex- -President Truman, but that will ce rtainly undergo conside rable 
mutilation at the hands of the new Administration, env isages a — -time 
record of $78.6 billions of Federal Government expenditure; unless taxes are 
increased this would leave a deficit of some $ro billions. 

In the private sector the main upsurge in demand for bank accommodation 
has been in consumer instalment credit, which was running at just over $13 
billions towards the end of 1951, but had risen to well above $154 billions 
by December, 1952. Similarly, business loans of the New York banks rose 
by some $775 millions in 1952 and those of banks in 93 cities outside New 
York by $964 millions. The total loans and investments of all reporting 
member banks, which amounted to $73.1 billions in December, 1951, had 
risen to $78.5 billions by the beg ginning of December, 1952. Member banks’ 
deposits kept = with this expansion, and total currency circulation rose 
from $29.1 to $30.6 billions in 1952 as aw hole. 

In these circumstances, the task of the ‘“‘ Fed’’ has been to prevent this 
buoyant demand for funds from feeding itself on a flow of easy money, and to 
keep firm control over the commercial banks’ lending policies. It has carried 
out this task remarkably well. By Nove mber, indeed, some commercial banks 
began to feel the pinch of the “ Fed's” policies sufficiently seriously to sell 
securities to non-bank investors in the open market. Others have frequently 
had to rely on direct borrowing from the Reserve Banks to maintain reserve 
balances at their statutory level. During November discounts and advances 
of the Federal Reserve Banks reached $1,663 millions, the highest published 
total since July, 1921; and despite some net repayments during the latter 
part of the month, they never fell much below $1,300 millions in the following 
weeks. The total outstanding declined to a mere $160 millions at the end of 
the vear, but this was wholly due to ‘‘ window-dressing ” operations; in the 
United States “ window-dressing " always aims at reducing direct bank 
borrowing from the Federal Reserve Bank at balance sheet dates, as such 
borrowing is regarded as a stigma on the borrower. By the first week of 
January, 1953, the discounts and advances of the Federal Reserve Banks 
had jumped back to $1,340 millions, a figure well in excess of the average 
maintained for the past thirty years. There is a long and well-entrenched 
tradition among commercial banks in the United States that they must not 
be in continuous direct debt to the Federal Reserve Banks; the fact that 
the “ Fed’s ”’ discounts have remained at this abnormally high level for so 
prolonged a period is therefore a sure indication that the authorities are firmly 
in the saddle over bank lending policy. Another indication of the strained 
leash on which the commercial banking system in the United States is being 
kept has been apparent in the market for Federal Reserve “ funds’’. This 
market, which had previously been virtually dormant for prolonged periods, 
has revived, thanks to the steady contraction of the gap between actual 
member bank reserves and the minimum reserves that have to be maintained 
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by law. Throughout November and December the rate for Federal Reserve 
funds in the New York market was maintained at around the 1? per cent. 


rate that was then charged by the Federal Reserve Bank for discounts and § 


advances; at times 1t was bumping its head hard against the limit set by the 
official discount rate. 


SHARP RISE IN RATES UNLIKELY 
Such then has been the course of American banking experience since the 


middle of 1952. The story is certainly one of credit stringency, but it Is a | 
story whose moral has tended to be misunderstood in London. For the moral | 


is surely that monetary policy is already bearing virtually the whole strain of 
the battle against inflation in the United States. Those who believe that the 
change in Government will lead to a marked increase in American interest 
rates must therefore base their arguments mainly on one of three questionable 
propositions. 

The first possible proposition is that America would gain from more dis- 
inflation than it is enjoying at present. On the face of it, this just is not true. 
So long as a country is running as large an external surplus as America is, the 
main temperature gauge of inflation must be the trend of prices. Wholesale 


prices in the United States fell from 113.6 (1947-49 = 100) to I10.2 in 1952. 
The cost of living index (basis 1948 = 100) kept virtually stable at around 


111. Annual incomes, which were running at the rate of $261 billions at the 
beginning of 1952, reached a rate of $275 billions at the end of it. This was 
an increase of just over 5 per cent., but it should be read in the light of the con- 
current expansion in the index of industrial production from 218 (1935-39 = 
100) to 227, an increase of 4 per cent. In other words, the expansion in money 
incomes has done little more than keep pace with the expansion in the volume 
of production. 


The second argument that might be put forward by those who believe | 


that interest rates must rise in America 1s that, although inflation has not been 
menacing in 1952, it will become more so 1n 1953. Unless personal consump- 
tion increases markedly—and there is no reason why it should—this propost- 
tion also seems wide open to doubt; indeed, the danger seems slightly (though 
perhaps only slightly) the other way—in the direction of recession. Any 
increase in defence expenditure should be just about taken care of by the 
potentialities for an increase in production. Although capital development 
plans remain at a high figure, it seems unlikely that the total investment 
programme of the United States (including overseas investment) will exceed 
the astonishingly high level at which personal savings are being maintained. 
On that score the threat of inflation is not menacing. Indeed, the scale of 
capital outlay by American business is expected to be about 5 per cent. 
lower in 1953 than in 1952. 

A third factor that might cause interest rates to rise would be yet another 
increase in the budget deficit. As has already been pointed out, if the expen- 
diture estimates presented to Congress by ex-President Truman as his vale- 
dictory gesture were approved, but tax increases were not, then the budget 
deficit might expand from $5 billions in 1952-53 to $10 billions in 1953-54. 
But it would be wise to await the fate of those proposals at the hands of the 
new Administration and of Congress before passing judgment. In the Eisen- 
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DE.ARER MONEY IN AMERIC.1 ? 


hower Campaign general commitments were made that taxes would be reduced, 
but those promises are already being soft-pedalled and conditioned with the 
kinds of reservations that it was not politic to make during the electoral battle. 
The men who will be deciding budget policy for the new Administration, Mr. 
George Humphrey (with Mr. Randolph Burgess at his side) at the Treasury 
and Mr. Joseph Dodge at the Bureau of the Budget, are not the sort to allow 
the 1953-54 financial year to open with a prospective deficit of over $5 billions. 
Indeed, once again, the danger is all the other way; there may be unwise cuts 
in expenditure, including foreign aid. 
EFFECTS OF DEARER GOLD 

One other, though more distant, factor that some people beheve might 
significantly affect the level of American money rates in 1953 would be a 
change in the dollar value of the U.S. gold stock. This stock rose from $22,697 
millions at the end of 1951 to $23,350 millions in August, 1952; it then fell, 
to $23,186 millions, in the last four months of the year. The outflow of gold 
in this latter period was a factor that contributed to the tightening of the 
banking position, though only a relatively unimportant one. But what the 
pundits are thinking of when they refer to the possible effect on money rates 
of a change in the dollar value of the gold stock in 1953, is, of course, a possible 
increase in the world price of gold. Any such increase would have two eftects 
on the credit situation. First, it would provide the Treasury with a windfall 
profit on its present gold holdings; but this would only have an inflationary 
influence on the economy—and thus on the level of money rates—if some 
foolish people in Congress thought that this windfall Treasury profit was an 
excuse for cutting taxation. Secondly, a rise in the gold price might lead to an 
increase of American exports, paid for by net imports of gold (at its higher 
dollar value). This would be inflationary, and it might have to be neutralized 
by open market operations and other disinflationary manoeuvres by the 
Federal Reserve. But, in any case, as an article on page go of this issue suggests, 
the chances that the new Republican Administration will agree to an increase 
in the gold price can hardly be called bright. 

To sum up, therefore: The prospect for money rates in the United States 
in 1953 must be judged as a function of the general prospect for American 
business. It may be true that the full implications of last year’s tightening 
of credit policy have not yet worked themselves out in the rate of interest, 
and that the recent trend towards harder rates will continue. But since the 
Federal Reserve is already in action, almost single-handed, as a fully effective 
fighting force in the battle against inflation in America, the change of Govern- 
ment cannot be regarded as an excessive bear point for short-term securities 
there. The new political masters are likely to continue the orthodox line on 
credit policy; but they will probably be content to do as well as their pre- 
decessors in maintaining the reasonable stability of prices that endured during 
1952. It should, therefore, be needless to look for any substantial increase in 
money rates in the United States in 1953 unless a quite unexpected inflationary 
wave is unloosed. If recession, instead of inflation, proved to be the main 
danger, the Republicans might not be quite so quick as the Democrats would 
have been in turning to a cheap monev policy in defence against it. But that 
is another story. 
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Rak Shares as Equities 


HE season of banking results has this year sent a ripple of hope through the 

ranks of bank shareholders—an emotion that had long forsaken them, 

and a very different one from that aroused by the balance sheets issued 
only six months before. At mid- 1952, it will be recalled, four of the Big Five 
banks dropped the traditional formula for valuing investments, stating them 
at book values substantially above the then depressed level of the market, 
while the banks that stood by the formula obviously did so only at the cost 
of further heavy drafts on inner reserves. This experience had left some 
bank shareholders with the uneasy feeling that if they were ever to depart 
from their reluctantly acquired status of fixed-interest investors, the change 
would be more likely to come from a reduction than from an increase in their 
dividends. Now, to the general astonishment, the pattern of long-stabilized 
rates has been broken by an increase. The National Provincial Bank raised 
its final payment from 7} to 84 per cent., and thus distributed 16 per cent. 
for the year, instead of the I5 per cent. consistently paid since 1932. A few 
days later, the National Bank also announced a I per cent. increase, to II per 
cent.; but this particular decision has little bearing upon the prospects for 
the other clearing banks, since the National’s Irish business gives it an unusual 
disposition of assets. It is relevant to note, too, that this bank had reduced 
its dividend at the outbreak of war, as well as in the early ‘thirties. 

After the National Provincial announcement, people naturally recalled that 
Lord Selborne, in his maiden speech as chairman, had last year affirmed that 
‘ your directors are not unmindful of the equity of the claim that shareholders 
can make . . . having regard to the fall in the value of money’. But, after 
the year’s experiences in the gilt-edged market, nobody had expected this 
half-promise to be fulfilled so soon—especially as the National Provincial 
Bank had been the only one of the Big Five to adhere to the traditional invest- 
ment formula. It is true that the recovery in the gilt-edged market in the 
second half of 1952 seems to have restored to all the big banks the book depre- 
ciation sustained during the first half; but the risk of renewed gilt-edged losses 
remains, and must compel any bank that hopes to stick to the traditional 
formula to pay particular regard to its inner reserves. 

Inevitably, the fact that one of the Big Five has broken away from the 
pattern of stabilized dividends has raised hopes that others will sooner or 
later follow suit—and the further fact, that it was the National Provincial that 
took the lead, has made these hopes seem the more reasonable. It is recog- 
nized, of course, that in the short run, at least, the prospect for bank dividends 

does not depend solely upon the behaviour of bank profits. Considerations of 
expediency, on wider political grounds, have long played a part in the moulding 
of bank policies. Even in the age of monetary orthodoxy, the bankers were 
sensitive to the fallacious but commonly heard argument that dear money 
was “‘ good ”’ for the banks and enabled them to profit from the misfortunes 
of the rest of the community. The modern version of that argument, as revived 
by Labour spokesmen at the end of 1951, could not be left out of account in 
the bankers’ calculation of expediency—even though Mr. Butler’s policy has 
been a moderate one, and has certainly not put upon the economy any such 
pressures as those associated with the deflations of the ’twenties. But the 
need for an effective monetary policy, though much more widely understood 
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than it was fifteen months ago (even the bankers now give it almost unanimous 
support!), is still a matter of political dispute. And it could be argued that the 
banks would not be serving the public interest if their actions could be twisted 
into specious support for the political taunt that the new monetary policy 
was profiting nobody except the bank shareholder. 

The National Provincial Bank obviously preferred to put strictly commercial 
considerations above these rather metaphysical ones. And, in some other 
banking circles, it has been criticized for so doing—even though everyone 
welcomes each new demonstration that the big banks are independent units, 
and that the general similarity of their practices and policies flows, not from 
any concerted uniformity, but from the fact that they are subject to the same 
fundamental forces and work within the same general conditions. Those who 
now hope for a more general increase in bank dividends have seized upon both 
these tendencies. Because of the scope for divergences in policy, it cannot be 
assumed that a departure made by one bank will be followed by the others. 
But, in the present context, the fact that the National Provincial has flouted 
the political considerations actually makes those considerations less weighty 
inthe minds of the other banks—since the opportunity for a political taunt from 
the opponents of monetary policy has been created already and can no longer 





TABLE | 
‘BIG FIVE” PROFIT COMPARISONS 
Change 
1g48 19409 19Q50 Ig5I 1952 in 1952 
f £ f f£ £ % 
Barclays 5 1,579,943 .; — 7 1,971,534 1,903,437 2,137,722 +-I2.0 
Lloyds .. es 1,674,329 -09,27 6 [,761,603 1,815,358 1,964,665 tL §.2 
Midland . 2,025,728 2 006 414 1,987,320 po 2,074,887 7.8 
Nat. I rovincial . 1,383,387 1,413,126 1,454,511 1,469,765 1,525,013 3.4 
Westminster o. 1,431,532 I 1 Qne 557 1,471,031 I 405; 453 I 0449; 54° - 2.9 
8,394,919 8, 455; 652 S 040, 599 5,524,529 9, - 533 T (7:3 


be avoided by adherence to a  seteeiiedl dividend policy. On the other hand, 
the less the weight of the political factor in the calculations of the other banks, 
the more the basic similarity of banking conditions seems to argue in favour 
of their shareholders. If purely commercial considerations are to be decisive, 
why should the National Prov incial be the only big bank that feels able to 
raise its dividend ? ‘ 

So runs the popular argument. It has naturally led the market analysts 
to look with much greater interest than usual at the details of the banks’ 
profits statements. But, apart from confirming the obvious deduction that 
the banks enjoyed a better flow of current earnings in 1952 and did not, on 
balance, sustain any further large depreciation on investments, the statements 
reveal very little about true profitability. It is, indeed, more than ever apparent 
that the differences between the published results of individual banks largely 
reflect differences in their reserve policies. 

It will be seen from Tables I and II that every one of the banks showed a 
bigger profit than in 1951, but the increases ranged from the fractional move- 
ment of 14 per cent. shown by the District Bank to the 12 per cent. shown by 
Barclays, with the average for the Big Five at 7.3 per cent. (compared with a 
decline of 1.4 per cent. in 1951), and that for the eight banks at 6.6 per cent. 
The clue to the wideness of these disparities will be found if the banks are 
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divided into two groups according to their attitude towards investment depre- 
ciation. The published profits of the four big banks that abandoned the tradi- 
tional investment formula last June have risen on the average by 8.1 per cent. 
By contrast, the profits disclosed by the four banks that adhered to the formula 
—the National Provincial, and the three northern banks—show an average 
rise of only 3.1 per cent. If this contrast is interpreted in the light of the 
banks’ policies in allocating published profits, the conclusion is irresistible 
that the banks in the first group have this year put more of their true profits 
into the shop-window, to enable them to strengthen published reserves so as 
to guard against the possibility that the new investment formula might, at some 
future date, compel them to show an apparently “ uncovered "’ depreciation. 
Moreover, the biggest increase in profits was disclosed by the only two 
banks whose published reserves had previously been smaller than their paid- 
up capital. This enabled Barclays to augment its published reserve by {1 
million from profits (without any further draft on the carry-forward); with 
the aid of a similar sum from contingencies account, it has brought the published 
reserve to within £100,000 of the capital. Similarly, the 8.2 per cent. increase 


TABLE I] 
PROFITS AND APPROPRIATIONS 
(f{ 000's) 
Contingencies Reserve Fund 
Net Profits Dividends Premises and and 
Rate °, Net Cost Pensions Carry Forward 
1Q5! 1952 IQ51-52 I95! 1952 IQ5I 1952 I95I 1952 
Barclays. . “ 1go8 =. 2138 [4 1094 I0Q4 1000 -—- - 185 10448 
Lloyds .. “3 L816 1965 12 943 943 goo 27 1021 
Midland .. Ke 1925 2075 16 [293-293 650 Soot 2 2 
Nat. Provincial. . 1470 1525 16* 747 796 750 500 - 27 2209 
Westminster... 1405 [447 18 S16 S16 600 600 - 10 Z18 
Martins .. - 725 740 15 340 340 375 250; 10 156 
District .. “ss 508 516 18} 273 273 225 250 II 7 
W. Deacon's... 259 207 12} 123 123 125 125 IO 1g 


* 15 per cent. in 1951. 

7 Includes 150 for bank premises and other property account. 

* Consists of 150 premises redemption and 100 staff superannuation tund. 

§ In addition, each of these banks transferred £1 million to published reserve from 

contingency account. 

in profit announced by Lloyds Bank enabled it to raise its reserve appreciably 
beyond its capital—by taking {1,021,000 from current profits and £179,000 
from the carry-forward. On the other hand, the Westminster Bank, whose 
reserve already equalled its capital, showed a profit increase of only 2.9 per 
cent., and was content to repeat its 1951 allocation of {600,000 to Contin- 
gencies; but on this occasion the whole of this sum, plus a further £400,000 
already in that account, was promptly reallocated to general reserve (raising 
it to {1 million beyond the capital). In this group of banks, therefore, only 
the Midland—whose reserve had likewise already equalled its capital—has 
made an overt net transfer to inner reserves. 

The other four banks, each of which had already a published reserve 
at least as big as its capital, directed their smaller increases in published profits 
principally to inner reserves. The National Provincial, whose 3.9 per cent. 
increase in disclosed profit only just covered the small additional sum needed 
for the higher dividend (£49,000 net), put {500,000 to Contingencies and a 
similar sum to published reserve, thereby raising its allocations by £250,000 
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above those of 1951, but drawing down its carry-forward correspondingly. 
Among the northern banks, the only transfer to published reserve was the 
{100,000 allocated by Martins—but that bank put a substantially larger sum 
to specific internal reserves. 

This analysis of the incidence of reserve policy upon published profits 
should prove to the investor the pointlessness of trying to spot the winner by 
examining comparative trends of published profits in the short run—and even, 
perhaps, in the longer run. The only purely formal exercises that may be 
relevant in this context are a scrutiny of the dividend record since 1929; a 
comparison of the proportions of published profits absorbed by current divi- 
dends; and a consideration of the extent to which individual banks have part 
of their capital at maximum rates below the ‘“‘ equity ’’ rate. The results of 
analysis on these lines are shown in Tables III and IV; but they are given 
with the warning that the conclusions that emerge should not be reg arded as 
a ready-made guide for hopeful investors. 

The bank that has now raised its dividend—the first ne in basic rates 
among the Big Five since the cuts of the early ‘thirties—was not the one that 
then made the biggest reduction; its cut in 1930-31 amounted to one-ninth, 
whereas Lloyds cut in 1930-32 by more than one-quarter. Secondly, it is not 

TABLE III 
BANK DIVIDENDS, 1929—1952 


Except in 1929 and 1952, rates are shown only in those years in which changes occurred. 


1929 1930 I931 1932 | 1933—5I | 1952 

O/ oO oO oO | oO 

/O {0 2 0 Uv ‘UV 

Barclays in 14 -—- — |} -- | 14 
Lloyds om 16% 15 133 12 | | 12 
Midland ‘ 18 : 16 — | 16 + 2 (1935 only) )* | 16 
Nat. Provincial 18 - 16 15 | 16 
Westminster .. 20 15 —-- | w+ 2 (1935 als 1937 only)* |} 18 
Martins - 16 14 — |} 14 + 2 (1937)*; 14$ (1938); 15 (1939) | 15 
istrict -. It. 16 — {= 174% (1937); 184 (1938) | 18! 


* Centenary bonuses of 2% paid by Midland and Westminster, 1935; Martins’ payment 
in 1937 was ‘‘ in hieu of ’’ 1931 centenary payment. 

one of the banks that has the advantage of having part of its capital subject 
toa maximum rate of dividend. Thirdly, its payment for 1952, even had it been 
maintained at 15 per cent., would not have represented the smallest proportion 
of published profits; its proportion then would have been 49 per cent., whereas 
Lloyds is distributing only 48 per cent. (with the Midland, at the other extreme, 
distributing over 61 per cent.). But, as a slight offset to these seemingly 
paradoxical relationships, it may be noted that the National Provincial did 
distribute the smallest proportion of (published) profit in 195r1. 

The considerations suggested by these various analyses all play a part in 
bank dividend policies, but the most important consideration of all—the 
behaviour of true profits—is obscured rather than revealed by the published 
figures. The true position can be estimated only by ambitious investigation 
by the method of relating known or estimated rates of return from the several 
categories of bank assets to their average levels during each period; but 
although this may give a tolerably accurate view of gross “ asset earnings ", 
the investigator then finds himself obstructed by major imponderables—the 
extent of receipts from commissions (now a significant proportion of total 
gross receipts and, until this past year of rising interest rates, a steadily 
growing proportion); the extent of administrative costs, especially salaries 
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and pensions (and the varying methods and degree of provision for the major 
burden of future pensions); the incidence of bad and doubtful debts and of 
reserves for investments; and the vagaries of taxation, especially in relation 
to realized losses on investments. 

In a year of such widely varying monetary conditions as those experienced 
in 1952, the risk of error in estimation is more than usually large. But there 
is no doubt that this first year of dearer money has proved much more favour- 
able to the banks than they expected at the outset; for at that time the proba- 
bility of better current returns from assets seemed of relatively small account 
beside the looming threat of heavy capital losses, of falling deposits as well as 
falling advances, and the certainty of a further large increase in adminis- 


TABLE IV 
SOME FACTORS BEARING UPON DIVIDENDS 
Proportion of Extent of Proportion 
Capital Maximum Equity of 1952 
Carrying Rate Dividend Published 
Limited on this Cut in Profit 
Dividends Capital Thirties Distributed 
eA of, y* “%o 
Barclays : - - 21 10 Nil 51.2 
Lloyds .. - - a 9 5 28 48.0 
Midland 7” - ‘ Nil —— [1 61.4 
National Provincial .. . Nil — oa 52.2 
Westminster... - os 24 124 10 56.4 
Martins .. - ‘4% ‘a Nil a 1237 45.5 
District .. re ” én 11 10 QF 52.9 
* One-third restored in 1951. + Half restored by 19309. ~ Fully restored by 1938. 


trative costs. In the event, the further increase in Bank rate raised current 
earnings from assets faster than had been expected, but did not, in the end, 
aggravate the losses on capital. The major “‘ book ’”’ depreciation sustained 
on gilt-edged by midsummer was later wiped out; while the pressure upon 
bank liquidity and the other forces of disinflation were not sustained, so that 
enforced realization of investments was much less marked than had _ been 
feared, and was confined to the early months of the year (and probably, too, 
to only two or three of the banks). Similarly, the trend through the year of 
the consumer goods industries, and of others that were hit by the cuts in sterling 
area purchases, did not justify the fears widely entertained at the outset; the 
banks certainly experienced an increase in bad and doubtful debts, but a 
much smaller increase than they had expected. Finally, the surge of Govern- 
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mental borrowings from the banking system during the second half of the 
vear reversed the downward trend ms bank deposits. 

In consequence, as the table on page 86 shows, in this first year of so-called 
orthodox policy the average level of deposits has been only £80 millions below 
the average for 1951, and the turnover of deposits (as measured by the Town 
and General Clearings, though not the Provincial ones) has actually been 
larger. Moreover, since bank advances were rising strongly throughout 
1951, and did not turn downwards until last May, their average level was 
actually fractionally higher than in 1951. In consequence of the extinction of 
T.D.R.s early in 1952, the two fundings of Treasury bills, and the decline in 
the supply of commercial paper, the average volume of T.D.R.s and of money 
market assets was sharply reduced—-by roughly 22 per cent. But more 
than three-quarters of this decline was offset by an increase in the average 
level of investment portfolios; had it not been for the heavy writing-down 
at the end of 1951, the offsetting rise would have been larger still. Most, but 
not all, of it reflected the 1951 intake of Serial Funding stocks, which have 
returned an appreciably better yield than was obtained from floating debt 
in 1951, though a smaller one than bills have offered since last March. 

For this one year only, the banks have not experienced a fall in the average 
level of their most remunerative asset, bank advances: on the other hand, 
the average rate of interest earned upon them during the year, though appre- 
ciably above that earned in 1951 (perhaps by as much as # per cent.) was 
obviously below the level that is current now. Provided, therefore, that this 
level is maintained, the volume of advances can fall somewhat below its 
present level before the banks begin to lose part of the additional revenues 
they have gained from advances in 1952. The return from bills and call money 
was, of course, quickly responsive to the change in rates, so that although the 
volume of these assets declined, the revenue from them probably rose more 
substantially than did that from advances. It will not, however, rise further 
at the present level of rates, and may decline if the Chancellor succeeds in 
reducing the amount of his borrowings. The additional yield from invest- 
ments in 1952 chiefly comprises the return from the Serial Funding Stocks, 
and this will be somewhat increased in 1953 as a result of the funding operation 
of last autumn; but the total gain in investment revenue in 1952 was probably 
only about one-fifth of that secured from money market assets and advances 
taken together. 

Revenue from commissions and miscellaneous renee for services cannot 
be directly estimated, but was probably a shade bigger than in 1951. The 
relatively small proportion that accrues from overseas business was certainly 
sharply reduced, but the total turnover of money rose slightly, and this will 
have tended to raise the receipts from charges for the conduct of accounts; 
it should be noted, however, that in many of the areas where such charges 
are particularly important, banking turnover actually declined. 

Against the increase in their gross receipts, the banks have had to set some 
heavy increases in costs. The bie ggest of these increases, which has probably 
absorbed some two-thirds of the gross gain, happens to be the only one that 
can be directly estimated. The increases in Bank rate had the effect of raising 
the banks’ interest payments on deposit account balances very steeply—first, 
from 3 per cent. to 3 per cent., and then to 2 per cent.—and this had the effect 
of provoking a major switch of funds from current account to deposit account. 
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In consequence, the interest cost of deposits in 1952 was probably some 3} 
times as large as 1n 1951, with the actual increase at rather more than {£25 
millions for the clearing banks as a whole. This, moreover, is not the full 
extent of the burden; if the average level of deposit balances in 1953 were to 
be the same as the level attained at end-1952, the bill would rise by a further 
£7 millions (assuming the allowance stays at 2 per cent.). Secondly, the banks 
have had to shoulder a still bigger load of staff costs. The changes made with 
effect from January I, 1952, have not only increased total payments to present 
staff and pensioners, but, since part of these adjustments took the form of 
‘consolidation ’’ of a substantial proportion of the cost-of-living payments 
into basic salaries, they have made the burden of future pensions considerably 
inore onerous. Thirdly, there has been a bigger charge for bad debts; and, 
undoubtedly, the banks will have deemed it necessary to stiffen up still further 
their internal provisions against future losses of this kind. 

There is no doubt, however, that these and other sources of additional 

strain still left the banks with a moderate net gain in profits in 1952. And, 
on the highly theoretical supposition that conditions on the average during 
1953 approximate to those that obtain now—including business conditions, 
as well as the level of rates and the disposition of bank resources—it might be 
computed that there would be a further gain, though a considerably smaller 
one, this year. But disinflationary policies are unlikely in future to be as 
favourable to the banks as they have unexpectedly been in 1952; if they are 
to do their job of bringing about important readjustments in the structure of the 
national economy, they will have to be more consistently pursued through all 
spheres of economic policy—and, in that event, the banks might quickly find 
that the disadvantages for them much outweighed the advantages. Purely 
as a scale by which to measure the possible extent of bank losses, it is well to 
bear in mind that 1 per cent. of the total of bank advances is equivalent to 
some {17 millions, and that a similar proportion of investment portfolios is 
over £20 millions. The gross cost of the dividends distributed by the Big 
Seven banks for 1952 was {10} millions. But this random comparison can be 
read in two ways. It points to the fact that published profits ({10.4 millions, 
after tax, for the Big Seven in 1952) are a steeply geared-down proportion of 
sross revenues be fore charges. But it also shows that an increase in dividends 
of the order now conceded by the National Provincial (which would cost the 
other six banks less than £600,000 gross) would represent only a tiny fraction 
of the gross flow of funds through the ‘“ true’”’ profit and loss accounts, and 
very much less than the additional sum paid out in salaries in 1952. 

The prospect for bank shareholders is probably improving; but if the 
equity status is to reassert itself, it must be remembered that bank shares can 
never become again equities in the full sense that the banks feel free to make 
fairly frequent changes—downwards, as well as upwards. The payments will 
not be raised unless, at the time of making the increase, the banks feel satisfied 
that they can accept a permanent addition to their commitments. And some 
of them, though by no means unsympathetic to the pleas of shareholders, still 
put first in their scale of priorities the need to raise the weakened ratio of capital 
resources to bank. liabilities towards its pre-war level. It is just conceivable 
that in some instances the two aims might be combined—but in that event 
the strengthening of capital would have to proceed by new issues as well as 
by the ploughings-back that are the method adopted at present. 
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Monetary Contrasts in 1952 


HE credit trends of 1952, the first complete vear of dearer money, present 
7 two very marked contrasts when set beside those of the last year of pegged 

money rates. One of these contrasts is a tribute to the efficacy of orthodox 
monetary policy; the other is a reproach to the Government for its failure to 
discipline its own finances. In 1952, contrary to all expectations among 
bankers at the beginning of the year, the volume of money actually rev ersed 
the more fav oarable trend it had shown in 1951. In that year, the aggregate 
‘net’ deposits of the clearing banks had shown their first contraction since 
before the war, dropping on balance by £65 millions, to £6,035 millions. Now, 
in 1952, they have risen by {119 millions, to £6,154 millions, and thus have 
actually surpassed (by £54 millions) the peak reached at end-1950. 

By comparison with the credit expansions of earlier post-war years, this is 
not a very large movement. But its significance is not to be judged from the 
fact that it represente ‘da growth of rather less than 2 percent. The apologists 
can no longer argue, as they often did in earlier years, that the volume of 
money was merely keeping in step with the volume of production, for in 1952 
production actually declined. Moreover, this seemingly small net expansion 
of credit was the resultant of two very much more violent, but conflicting, 
trends—the now familiar withdrawal of credit from the private sector of the 
national economy, and the rapid creation of credit for the public sector. 

In every year in which the effort of the authorities to control credit rested 
simply upon the so-called “ directives "' to the banks, bank advances continued 
to rise; and in 1951, despite the bankers’ loyal attempt to work only within 
the spirit of these requests, the pace of the mse was sharply accelerated, 
reaching no less than £287 millions, or 17} per cent. There is little doubt, 
too, that the volume of finance extended by the banks through commercial 
bills was also increased during 1951 (although complete figures of this financing 
were not available until November of that year). In 1952, the new monetary 
policy and the fall in primary commodity prices, which reduced the cost of 
stock-financing, abruptly reversed these dangerous tendencies—producing the 
first contraction in the volume of credit extended to the private sector of the 
economy since the years of economic mobilization for war. The aggregate 
advances of the clearing banks were reduced during the year by £182 millions, 
or by 9.4 per cent., w hile their portfolios of commercial bills (w hich, of course, 
felt the full effect both of the fall in prices and of the cuts in imports) con- 
tracted violently—from {£181 millions to only £66 millions. 

There is no reason to suppose that any material part of this aggregate 
contraction of £297 millions reflects net repayments of indebtedness by public 
bodies, such as the nationalized industries. Although such indebtedness was 
sharply reduced during the course of the year (after the issue of the £150 
millions Electricity Loan), the latest classified figures of bank advances showed 
that by November it was again above the corresponding level for 1951. Nor 
is there any need to assume—as had to be done in earlier post-war years— 
that the expansion of the banks’ investment portfolios represented any sub- 
stantial release of credit to the private sector of the economy: both in 1951 
and 1952 virtually the whole of this expansion resulted from the banks’ intake 
of Serial Funding Stocks in exchange for liquid assets during the special 
funding operations of November, 1951, and last October, and only a minor 
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portion of these moneys will have found their way into private hands (e.g. 
through the Treasury repayment of the “ unassented ’’ 1952 stock—to the 
extent that it was held by private individuals). It is fair to conclude, therefore, 
that whereas in 1951 the private sector of the economy absorbed at least £250 
millions of additional credit (excluding the borrowings of the public utilities), 
in 1952 it released credit to the extent of almost £300 millions. Yet bank 
deposits, as already noted, dropped by £65 millions in 1951 but rose by {119 
millions in 1952. 


The disparity between these two sets of figures gives the measure of the 


extraordinary turn-round in Governmental demands for bank credit. In 
1951 the central Government was able to repay indebtedness to the banking 
system to the extent of at least £350 millions, more than offsetting the credit 
effects of the borrowings of the private sector and of the nationalized industries. 
In 1952 these relationships were dramatically reversed: the central Government 
increased its demands upon the banks by over £400 millions, wholly obliterating 
the contractionary effects of the heavy reduction in the indebtedness of the 
private sector. 
TABLE I 
CLEARING BANK AGGREGATE FIGURES 


(£ millions) 


At December 31 Average of Months 

19338 1951 1952 19338 IQ5I 1952 

Deposits ~~ ‘ i 2253.9 6332.6 6459.5 2277 6162 6083 
“Net ’ Deposits * .. +a 2188.0 6035.3 6154.4 2217 5931 5856 
Cash - n% ba “2 243.4 530.7 549-5 241 511 505 
Money Market Assets... 7. 409.8 1509.3 8797.3 431 1797 159! 
Call Money .. ed “ 159.5 597-7 529.0 151 509 520 
Bills .. - a 4 250.3 g71.0 1248.5 280 1228 1062 
Treasury Deposit Receipts és — 101.5 — — 247 — 
Investments plus Advances ‘2 1001.3 3890.4 3897.1 1013 3440 3821 
Investments .. v ba 635.0 1965.5 2148.2 637 1624 1983 
(Advances - iv ia 966. 3 1931.0 1748.9 976 1522 1535 


* After deducting items in course of collection. 


The turn-round during the year was, moreover, even more violent than 
these year-end comparisons show. During the first four months of the year, 
bank advances were still rising, though much more slowly than in the similar 
months of 1951; they reached their peak in April, at £1,953 millions. Yet 
in this period, thanks partly to a strong inflow of taxation during the “‘revenue”’ 
quarter, net bank deposits dropped by £320 millions, compared with a decline 
of only £181 millions in the similar four months of 1951. Thereafter, the trend 
rapidly deteriorated, especially after July. During the last eight months of 
the year, although bank advances dropped by some £200 millions below their 
peak and the commercial bill portfolio shrank by £67 millions, net deposits 
rose by £439 millions (in contrast with only £116 millions in the last eight 
months of 1951). 

The timing of this deterioration points clearly to one of its principal causes. 
[t was not by any means wholly due to the steep rise in the Government's 
‘“ overall ”’ deficit on the budget accounts; a large part of the worsening of 
the domestic budget position, by comparison with 1951-52, occurred during 
the first quarter of the fiscal year. In this phase, however, although the 
external balance of payments had already been swung into small surplus, the 
deviation of the external factor from the 1951 trend was much less violent 
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MONETARY CONTRASTS IN 1952 5, 
than it later became; in the first half of 1951 the external deficit was of only 
moderate proportions by comparison with the huge deficit incurred in the 
second half. The severely increasing strain upon the cash position of the 
central Government after last June, and the fact that thereafter it borrowed 
much more from the banks than it did in the similar period of 1951, was due 
even more to the contrast in the external accounts than to the further (and 
then mainly seasonal) rise in the deficit on its domestic budget. Instead of 
receiving the sterling counterpart of a huge external deficit (through sales of 
gold or borrowings of sterling balances or from E.P.U.), it was repaying moneys 
previously borrowed from abroad. And, at the same time, it was borrowing 
less at home from sources other than the banks. There was a widening deficit 
on ‘‘small”’ savings, and a sharp deterioration of its experience with Tax 
Reserve Certificates, partly in consequence of the delay in raising the rate of 
interest allowed upon them. During the year 1952 as a whole, redemptions 
of tax certificates exceeded new issues by £64 millions, whereas in 1951 there 
had been net borrowings of {68 millions. 
TABLE II 
CLEARING BANKS: CHANGES IN ANNUAL PERIODS 


(¢ millions) 


1945 Lg40 1947 1945 1949 1950 1951 1y52 

Deposits os - - 305 - 336 + 249 + 2605 + 2 + 166 — 306 - 129 
‘Net’ Deposits .. + 291 + 779 + 243 + 231 + 51 +- 736 - 65 - FIG 
. ae 24 an - 36 - 37 2 —_ 1 320 - «£ - 9 ! 49 
Money Mit. Assets... + 276 + $21 + 234 - 47 + 454 + 321 - “78 +- 208 
Call Money ‘a + 54 +180 + 48 + 6 + 86 + 21 - 6 = 69 
Bills ~ ae + 223 241 - 183 — 52 - 368 + 299 — 437 1 277 
T.D.R.s “ - - 144 + 36 — 272 ~ 109 604 338 = -— 354 -— 102 
Invests. and Advances.. 730 + 359 + 28% + 168 + 1779 t+- I 37 +725 + 2 
Investments os - OG + 193 + 50 _ 5 + 34 r FO r 435 + 153 
Advances .. a + O61 L 766 + 225 +172 - 145 1 321 + 287 — 182 


There is little doubt that during the second half of the year, after the tide 
had turned in gilt-edged, the authorities were sellers of securities on the 
market; but during the summer, as THE BANKER pointed out at the time, 
this policy was so timidly pursued that it utterly failed to make any impression 
upon the excessive boom that was developing in the markets. And although 
it must have saved the banking system from some Governmental borrowings, 
these borrowings very quickly restored the banks’ supply of liquid assets 
after the seasonal contraction early in the year. By September, as our usual 
table on page 115 shows, the liquidity ratio had reached 38.0 per cent., com- 
pared with the low point of 31.6 per cent. reached in April, and was virtually 
back to the level shown before the funding of November, 1951. It was there- 
upon cut back by the second special funding operation; even so, the year-end 
ratio was substantially above that for end-1951. 

As the accompanying series of tables shows, these salient trends were 
reflected in the experience of every one of the big banks. Only one of them 
—Lloyds Bank—shows a decline in deposits, and that a fractional one. And 
all of them have reduced their advances, though some seem to have kept a 
tighter rein than others; among the “ Big Five,” the declines range from 
7.3 per cent. for Barclays to 14.5 per cent. for the National Provincial. The 
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pressure of demands from borrowers in the essential industries may, however is 4 
have been uneven in its incidence, so that these differences cannot be regarded} ati 
as a measure of the relative toughness of policy. One oddity is the marked? inn¢ 
disparity in the experience of the three northern institutions. Martins Bank sucl 
and the District Bank both show steep declines in advances, which may} invé 
reflect heavy repayments by the textile trades during the second half of the 
year as accumulated stocks were liquidated; Williams Deacon’s advances, | 
however, were only fractionally reduced—yet its deposits showed a less! 
than average rise. The only bank whose experience was directly at variance 
with the general trends was Glyn Mills, whose business is of a rather special | 
character, and is sometimes subject to sharp short-term fluctuations. It] 

showed a fall in deposits by 10 per cent. on the year; an increase in advances: 





Bare 
and a sharp reduction in liquid assets. | Lloy 
The bank chairmen, whose annual statements are fully discussed in an} E 


earlier article in this issue, have not this year shed much additional light upon} wes 
the trends shown in the accounts—except upon the important matter of) Mar 


° ° )j 
investment valuation. On this issue there is an engaging contrast between | cy 
TABLE III Gly! 
CLEARING BANK LIABILITIES a 
(£ millions) aia 
~ ? E) 
wa -~- DEPOSITS * ~ a -- _ ACCEPTANCES, 
Change Increase Etc. | 
At Dec. 31 1938T 1950 1951 1452 in IQ52 since 1938 195! 1952 F exc 
Barclays - .. 429.3 %1272.2 1269.5 1303.4 } 2.9 204 64.2 50.3 § ned 
Lloyds i .. 391.9 1147.7 1169.6 1168.0 O.1 gs 164.5 121.8 — ten 
Midland ox .. 468.3 1364.0 1321.5 1339.3 2 rS6 dg.2 54.1 per 
Nat. Provincial .. 305.3 838.3 816.8 854.6 - 4.6 rSO 390.5 30.5 ‘ 
Westminster .. 345.4 SI5.1 806.3 S18.7 rr.§ I 35 77-9 53.0 hift 
Martins + .. QQ.I 303.2 314.4 331.2 $3 234 23.3 20.0 bal 
District - i. 82.1 239.7 238.6 248.3 4.2 202 13.2 1C.3 Th 
W. Deacon’s - 37-5 130.8 139.5 140.6 0.8 275 11.9 g.d F 
Glyn Mills... + 32.4 72.9 eee 69.8 9.5 IIs 7.6 7.9 
Coutts - - 23.0 48.5 15.2 51.0 + 5.8 122 2.0 1.8 
National - ; 30.7 72.4 75.6 75.3 - O.4 105 2 O.4 
°E xcluding halimens from subsidiaries and excluding profit carried forward. 
+ Weekly averages for December. 
the comments of the bankers that have adhered to the old formula and those 
that have found a new one. Lord Selborne, of the National Provincial, | Bar 
expressed satisfaction that the bank’s policy “ followed over a long period” x 
7 Mic 


of investing predominantly in short-dated securities enabled it to avoid | yy 
breaking “ long-established tradition ’'; he obviously intends to adhere to it | We 
in future. On the other hand, Lord Harlech, of the Midland Bank, explains Mai 


how the post-war fall in gilt-edged showed “‘ more and more clearly ”’ that a = 
bank should not be content merely to avoid holding undated securities but | Gly 
ought to concentrate upon short-dated ones. He also claimed that experience “a 
had shown the “ absurdity ’’ of the traditional accounting formula, though he “i 
thought that there had been “ no particular harm ”’ in it formerly—before it +T 
made big demands on inner reserves. 

Certainly, the new formula is the more defensible the more clearly it 1s ng 
established that the banks’ portfolios are short, and the more information th 
they give about them. If these principles are follow ed, the extent of actual Wl 
loss that might arise on any enforced realization of investments (in the event " 


of any unexpectedly sharp reduction of deposits) is minimized, and the public 
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is able to satisfy itself that this is so. In such circumstances, it becomes 
rational to argue—as, indeed, was argued in THE BANKER last August—that 
inner reserves should be kept free to meet the contingency of “ real ’’ losses, 
such as bad debts, instead of being bespoken to cover book depreciation on 
investments that will never in practice be converted into realized losses, 





TABLE IV 
MAIN EARNING ASSETS 
(¢ millions) 


; INVESTMENTS* —-————, (————— ADVANCES f a 
Change Chats: 
At Dec. 31 19382 [g51 1952 im Ig52 19382 1Q51 1952 in IQ52 
0 O/ 

Barclays ‘4 . g3.4 415.2 $55.9 - 10.5 197.0 303.3 330.9 7.3 
Lloyds a .. 109.9 360.2 4060.0 + 22.9 163.5 341.7 309.8 9.3 
Midland ea i+. 323.0 422.5 447.5 ~ 5.9 207.4 393.0 304.1 - 9.5 
Nat. Provincial ot 84.0 202.4 241.2 + 19.2 139.4 295.1 252.1 I4.6 
Westminster v= 238.9 251.2 258.5 - 2.9 133.4 262.6 235.6 10.3 
Martins 5 a 35-1 [01.2 115.5 - I4.1 43.5 88.6 7.3 I3.0 
District - “i 29.3 88.5 S8.9 - 0.5 31.1 64.7 54.2 16.2 
W. Deacon's os 11.6 42.2 46.5 + IO.2 14.4 36.9 30.5 T.] 
Glyn Mills .. 10.7 20. 22.4 9.8 9.6 20.6 28.3 2.9 
Coutts a 7.6 IS. 20.2 + 11.6 9.3 14.0 12.8 8.6 
National as as 14.2 29.6 27.6 -—- 6.8 59,1 29.1 29.2 +L 0.3 
*Excluding ‘‘ Trade ”’ investments, etc. * Excluding balances with, or loans to, subsidiaries. 


* Weekly averages for December. 


except, perhaps, in minor degree. The Midland Bank has now disclosed that 
nearly half its holdings mature within five years and nearly four-fifths within 
ten. Williams Deacon’s, the only bank to give a definite percentage, has 55 
per cent. within five years. Lloyds holds no security with a life exceeding 
fifteen years, and the Westminster none exceeding twenty, and both these 
banks state that the large majority of their holdings are within ten years. 
The other banks have contented themselves with more general statements 

TABLE V 

OTHER ASSETS 
(f millions) 


Cash Ratio* Call Money Discounts tere? 
At Dec. 31 1951 1952 1Q51 1952 IQ51 1952 1951 1052 
% % 
Barclays .. ee 8.38 8.56 89.5 $4.7 237.9 274.0 22.0 
Lloyds - 7.81 S.50 104.3 89g.1 188.90 195.7 18.5 
Midland .. a §.2 $259 82.2 80.6 265-3 305.2 20.0 
Nat. Provincial .. 8.95 7.98 107.3 gI.9 95.0 I71.2 14.5 
Westminster no 8.68 8.71 82.0 77.9 93.6 152.1 14.5 
Martins .. - 8.40 8.33 47.0 34-9 35-1 64.4 1. ( 
District .. es 8.52 88.56 19.6 18.0 33.7 58.3 5.0 
W. Deacon’s i 8.63 8.93 25.0 15.9 11.8 21.3 2.5 
Glyn Mills i 9.37 8.99 20.38 14.0 3-4 1.5 0.5 
Coutts .. » ee. ae 9.3 9.1 2.4 4.0 Nil 
National .. “a 8.66 8.78 10.7f 12.9f [1.0 0.9 Nil 


*As officially computed, i.e. based on deposits as defined for purposes of the monthly statements. 
t Treasury bills included with call money. {No I.D.R.s have been issued since September, 1951. 


emphasizing that all their securities are dated, and stating or implying that 
the majority are short. It is much to be hoped that in future years all the banks 
will give still more explicit information about the distribution of their port- 
folios. This is one of the few instances in which standardization of practice 
has clear advantages. 
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New Phase in the Gold Price 


Controversy ? 
By C. Gordon Tether 


MONG the many riddles that surround the Commonwealth's secret plan 
for sterling convertibility, one of the most intriguing concerns the nature 


—and justification—of the sterling area’s hopes that President Eisen- [ 


hower’s Government may agree to raise the dollar price of gold. The absence 
of any comment on this subject in the communique issued after the conference 


in December has no real significance. Whatever the Prime Ministers had | 


decided to propose, it was virtually certain that they would say nothing about 
it until the new American Government had been consulted. For one thing, 
in view of the touchiness of American opinion on matters affecting the value 
of the dollar, advance notice of Commonwealth intentions might have pre- 
judiced the chance of an increase in the gold price. Secondly, any disclosure, 
however cautiously worded, of a plan to urge an increase might have touched 
off a burst of speculative activity in the gold share market, and this would 
have been undesirable from every point of view. 

But those who want to find out what was decided on this issue at the 
conference would do well to take notice of the recent utterances of the South 
African Finance Minister. Mr. Havenga has so closely identified himself with 
the struggle for a higher gold price that a careful examination of his behaviour 
can usually be relied upon to furnish valuable clues to the outcome of behind- 
the-scenes discussions on gold in which he has been involved. And on this 
occasion, the clues are interesting indeed. Before he came to London in 
November, Mr. Havenga made no secret of his intention to press the other 
Ministers at the conference for a joint Commonwealth appeal to America, 
designed to persuade it to agree to a uniform increase in the price of gold in 
terms of all currencies, including the dollar. If his proposal had met with an 
unfavourable reception, it is fairly certain that he would have been unable to 
conceal his displeasure and disappointment. However, when he faced a press 
conference in Johannesburg after his return from London Mr. Havenga 
expressed “ great optimism ’’ about the future of the dollar price of gold; 
more significantly still, he is stated to have added the warning that “ the less 
said about the matter the better, as it might prejudice negotiations ”’. 

The only negotiations that could conceivably be prejudiced by talk about 
the gold price are negotiations with the United States. For it is no exaggeration 
to say that the unwillingness of the Americans to alter the gold value of the 
dollar is the sole remaining obstacle of major importance to a uniform change 
in International Monetary Fund parities. There can be little doubt, therefore, 
that the Union Finance Minister’s words reflected the knowledge that the 
Commonwealth conference had decided to make the joint approach io the 
White House that he had urged. 

If this deduction is correct, this will not, of course, be the first time since 
the end of the war that the Americans have been asked to change the dollar 
price of gold. South Africa has made it her business at almost every annual 
meeting of the International Monetary Fund to draw attention to the “ dis- 
equilibrium " between the price of gold and the prices of other commodities 
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in relation to pre-war values. Moreover, her case for an increase has grown 
steadily more sophisticated, and is no longer based merely on allegations ot 
‘unfairness ** to gold producers. In any joint approach that is made by the 
Commonwealth now, it is ikely that an attempt will be made to show that, 
by withdrawing its opposition to an increase in the world gold price, the 
United States could make a substantial contribution to the solution of the 
long-term dollar problem of the sterling area—at a cost to its taxpayers that 
would certainly be less obvious (and might indeed be smaller) than that 
entailed by providing assistance under the foreign aid programme. 

It will not be surprising, therefore, if the gold price controversy is about 
to enter a new phase. But is the final result likely to be any different from 
that which has emerged from the earlier phases of the struggle ? Little is yet 
known of the attitude of the new Republican Cabinet to this issue, but such 
information as is available suggests that its natural inclination will be to leave 
the matter well alone; certainly many Republican Congressmen believe that 
the advantages (if any) that the United States itself could derive from a change 
would be too small to warrant the political risks implicit in any action that 
could be represented as “ tampering with the dollar ”’. 

The arguments with which to counter this Congressional viewpoint will 
therefore have to be carefully marshalled. Some potent arguments are to 
hand. To begin with, it is now easier than it was up to a short time ago to 
demonstrate that a rise in the gold price would make a decisive contribution 
to the progress of the sterling area countries towards economic stability. 
Sterling area gold production is now running at about $500 millions a year, 
as valued at the present official price. An increase of, say, 50 per cent. in that 
price could therefore increase its hard currency earnings by upwards of $200 
millions, even after making allowance for the fact that some gold is now sold 
at premium prices on the free market. Most of this benefit would admittedly 
accrue to South Africa, which is not a member of the central pool; the other 
sterling area countries could only earn their share of the benefit if they increased 
their export surplus with South Africa. But it is much easier to make sterling 
area exports competitive in the South African market than in the sheltered 
American market, and the benefit to the central reserve would almost certainly 
be large. If, therefore, Mr. Eisenhower is caught between an economy-minded 
Congress and a desire to make a solid and lasting contribution to the solution 
of the dollar difficulties of the sterling area countries, he might find the proposal 
for increasing the world gold price more acceptable than alternative proposals 
for large allocations of foreign aid to the sterling group. 

Moreover, an increase in the gold price might help the sterling area to go 
the way that America wants it to go—towards convertibility—for reasons 
other than the strengthening of its current accounts. It has repeatedly been 
emphasized in Britain that a second venture in sterling convertibility would 
be most insecure without an appreciable reinforcement of the gold and dollar 
Teserves; the present reserves are inadequate in relation both to sterling 
liabilities and to the trade turnover of the Commonwealth. However large a 
current surplus the sterling area manages to run, it cannot hope to procure a 
really rapid expansion in the reserve. A rise in the world gold price would 
help to overcome this difficulty by producing a corresponding revaluation of 
that part of the reserve—and normally it is the major part—that is held in 
the form of gold. 
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Here, then, are two arguments for an increase in the gold price that might 
have a special appeal to Washington. And there are others of a more general 
kind to back them up. For instance, the mounting difficulties that gold mining 
concerns are experiencing all over the world suggest that if costs continue to 
rise but the gold price does not, then the flow of new gold may soon be seriously 
curtailed; if it is, the world may soon find that the functions of gold as a 
medium of exchange and a stock for world currency reserves are not as inessen- 
tial as some modern monetary theorists have affected to assume. The dollar 
price of gold has, after all, stood still since the 1930s, while all other prices— 
and costs—have more than doubled; even if comparison is made with 1926, 
when the relationship between the price of gold and the prices of other goods was 
relatively much less favourable to the former than it became in the 1930s, 
American wholesale prices have risen by 78 per cent. while the official price of 
gold has risen by only 69 per cent. | 

There is now, therefore, not only a stronger team to urge the case for a 
higher gold price, but also a stronger case for it to present. But what of the 
arguments against a change that have for so long been considered decisive by 
official American opinion ? There are four main objections of this sort. They 
are: that raising the price of gold would encourage the wrong form of pro- 
duction; that it would lead to a substantial increase in American external 
expenditures without any compensating expansion in imports of consumable 
goods; that it would provide the basis for an unwarranted expansion of credit, 
and thus stimulate inflationary processes both in the United States and in the 
world at large; and that it would undermine confidence in the dollar. Answers 
to each of these objections are not impossible to draw up, but the Common- 
wealth will have to be ready with them. 

In the first place, it can be argued that costs of production in gold mining 
have risen so steeply since the end of the war that a moderate rise in the price 
of gold would merely serve to check the present tendency for the industry to 
contract—in other words, that it would maintain, but not increase, the 
industry's absorption of available resources. In any case, with the rearmament 
drive going into a lower gear throughout the Western world, the argument 
that capital equipment cannot be spared for keeping the gold mining industry 
healthy no longer has the same weight as it did. Secondly, it is not necessarily 

true that an increase in the gold price would impose a new burden on the 
United States as the “sole ultimate buyer” of such gold; although the 
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United States was absorbing the equivalent of the whole of the world’s current 
gold output in the early post-war years, it has been a net seller of gold since 
the end of 1948. This has happened, of course, because the United States has 
been more than covering its surplus on current account by foreign aid and 
foreign investment. The new campaign to secure an increase in the gold price 
is part of a grand plan to ensure that America’s surplus on current account is 
covered in future by trade and investment, not aid. If this plan works, 
America would only be a large net purchaser of gold in exceptional years 
when it ran a large surplus—for instance in years of slump. 

The answer to the third fear frequently voiced in America—that an 
increase in the gold price would lead to a worldwide upsurge of inflationary 
pressure—has already been provided by no less an authority than Professor 
John Williams, an advisor to the Federal Reserve Bank of New York. In his 
Stamp Memorial Lecture in London last November, Professor Williams con- 
ceded that, under modern methods of central banking, there was not “‘ over- 
much basis "’ for this fear. An increase in the gold price would only stimulate 
inflationary pressure in the United States if the American authorities allowed 
monetary incomes to rise in consequence of it, or if foreign countries were 
enabled thereby to purchase American exports that they could not otherwise 
have bought; in other words, it would only have inflationary consequences 
either as a result of deliberate policy decisions in a time of slump or as a result 
of failure to secure world balance based on “‘ trade not aid ’’. As for inflationary 
consequences outside the United States, there are now few countries main- 
taining a fixed relationship between their gold holdings and credit structures. 
And of countries that do, it seems hardly likely that those genuinely working 
to establish and maintain stable economic conditions would allow themselves 
to be thwarted by technical processes set in motion by a rise in the gold price. 

There remains the final objection: the argument that an increase in the 
gold price would have serious psychological effects in the United States. To 
British ears, the idea that a uniform change in I.M.F. gold parities would be 
harmful to the dollar, sterling or any other currency may seem ludicrous. 
But in America this argument is taken very seriously. In its recent pamphlet 
on sterling-dollar relations, for instance, the liberal-minded American Chamber 
of Commerce in London declared roundly that ‘‘ further tinkering with the 
parity of our currency would not only destroy its integrity, but would have 
thoroughly bad psychological and inflationary effects-on our monetary 
system’. And the influential monthly newsletter of the National City Bank 
of New York last month carried this argument so far that it discussed the 
possibility that a rise in the price of gold would lead to “a flight of capital,”’ 
cause investors to “‘ have nothing to more do with U.S. Government bonds 
or other fixed income investments’, and threaten the “ very existence of 
... Colleges, hospitals, churches, foundations, etc. ”’. 

Some of the election speeches of Mr. Eisenhower and other Republican 
leaders who repeatedly condemned the Democratic Party for ‘“‘ debasing the 
dollar’, seemed redolent of differing shades of this point of view. Indeed, 
although in realistic terms this question of the possible effect of a change in gold 
parities on America’s pride in its dollar might seem to be the least substantial 
of the objections to an increase in the world gold price, it would not be sur- 
prising if the Commonwealth discovered that it was the most difficult to 
overcome. And it may be difficult indeed. 
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France after Pinay 
By A Special Correspondent 


PARIS, January 18 

HE fall of the Pinay Government is a sad blow to all true friends of France. 

Its most immediate consequence, of course, is that it will retard progress 

towards the establishment of a European Army, and thus towards the 
sanest structure within which both French and German power can be mobilized 
for the defence of the West. But its eventual economic consequences may 
be scarcely less important. A healthy West European economic structure— 
and especially one in which European currencies might advance to conver- 
tibility together—will be impossible so long as France is sick; and unless 
France shows more signs of political stability than is suggested by the events 
that led up to the downfall of the Pinay Government, it is going to remain 
very sick indeed. One of the great questions of the hour is, therefore, whether 
France can find a Government strong enough to carry on—and to complete— 
the economic “‘ experiment ” of the shrewd tanner of St. Chamond. 

That “‘ experiment © had a far greater measure of success in the nine and a 
half months granted to it than seemed possible when the late Premier took 
up office. M. Pinay never tired of denying that he possessed any magic remedy 
for the nation’s financial ills, and at the end never claimed more than that he 
had completed the first stage of a treatment that demanded several stages. 
The going was rougher in the last three months of the experiment than in 
the first six, but when M. Pinay resigned he left wholesale and retail prices 
lower—by 7 per cent. and 2 per cent. respectively—than he had found them, 
and the official market price of the kilogram of gold some 18 per cent. below 
the maximum of February. He also left behind him a high level of industrial 
activity and some improvement in the national credit, as indicated by a 10 
per cent. rise in the index of domestic bonds. 

These achievements were the outcome of a policy based on three main 
principles: first, that the load of taxation (at any rate on those who paid 
taxes) was already so great that it could not be increased without sending 
prices still higher and producing grave social disturbance; secondly, that the 
budget must, nevertheless, be made to balance, which meant that expenditure 
must be immediately curtailed (or postponed where curtailment was not 
possible); and, last but not least, that the upward trend of internal prices 
must be halted and, if possible, reversed. These three principles led him to 
what is almost certainly the right prescription for France at this moment— 
to a cut in capital outlays on reconstruction and re-equipment. At the same 
time, in order to reduce the enormous deficit in the balance of current payments, 
M. Pinay did the only thing that could be done without delay. He prohibited 
the import of almost all but essential goods. Fora later date M. Pinay promised 
reform of the fiscal, administrative and social security systems. The first 
promise had assumed the form of a Bill that, after rejection by the Finance 
Commission of the National Assembly, was then incorporated in the 1953 
Finance Bill. The second and third reforms were to have been the business 
of Parliament after the turn of the year. To get all three reforms through 
Parliament, together with the Budget, is a task that M. Pinay has left to his 
successor or successors. 
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Most of the successes that M. Pinay did achieve came within a few months 
of his taking up office, and the most striking of these was certainly the reversal 
of the trend of prices. This success was aided by the fall in world prices, but 
that does not explain the extraordinary psychological change in the public 
attitude towards the franc that set in as soon as M. Pinay had announced his 
programme and acquired a parliamentary majority. The programme no 
doubt struck the popular imagination by its recognition that the budget must 
be balanced by cutting expenditure rather than by raising the rates of taxation, 
but the Premier's own independence of character and common sense had much 
to do with the disappearance of all the signs of panic that were so evident in 
February. In any event, in the long roll of Premiers under the Fourth Republic, 
M. Pinay holds the distinction of havi ing been the only one to date who rallied 
public opinion so quickly to his side that he was able to tame a normally 
unmanageable Assembly in his early days of office and keep it tamed for months. 

Later the Assembly found relief for its resentment of this servitude, but 
it had to wait to take its revenge until the Premier's prestige showed signs of 
weakening. This weakening was, in part, the inevitable result of M. Pinay’s 
success, for the stabilization of the price-level after a long period of inflation 
was bound to be painful. The purchasing power of the frane of 1938 had 
sunk to 5 centimes by 1949, and the price indices based on 1949 as 100 had 
risen further to over 152 (whole sale) and 148 (retail) by February, 1952. By 
June, thanks to the Pinay experiment, they were both down to 142, but at 
this stage the decline halted. Much of the early decline had been brought 
about by political rather than economic action. The Government introduced 
a new law against price rings; it established price ceilings and then tried to 
reduce them; it carried out extensive propaganda for “‘ voluntary ”’ price cuts 
by groups of producers and traders; and—perhaps most Important of all— 
it succeeded in inducing housewives into some sort of a buyers’ strike. 

Obviously, however, this sort of action could only succeed if the Govern- 
ment carried a sufficiently big stick to back up its propaganda; and the only 
big sticks available were credit policy—which was tightened but not sufficiently 
effectively—and budgetary reform—which was blocked by political difficulties. 
In these circumstances it was not surprising that prices began to move up 
again after midsummer. Thus the wholesale index (basis 100 in 1949) rose 
to nearly 144 in August and the retail index to nearly 146 in September; the 
latter development carried serious implications, as under another recent law 
a sliding wage-scale had been introduced that necessitated a general upward 
revision of wages whenever the retail price index should reach 149. With the 
help of an excellent wheat crop, any rise to this danger level was averted; 
and this helped to give some force to a new official ban on all price increases. 
But the year finished with retail prices at almost the same level as in September 
and less than 3 per cent. below that in February. 

One reason for the waning of M. Pinay’s popularity after midsummer was 
therefore that his disinflationary experiment began to flag. But, paradoxically, 
another reason was that it began to work well enough for the country to feel 
the necessary pinch. As the year wore on, there was a decline of activity in 
certain branches of industry, marked by some growth of unemployment, 
reduction of hours of work, and a falling off of orders. These indications of a 
‘depression ” could not be regarded as alarming by any objective interpreter. 
They were accompanied by new monthly records for the production of coal, 
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steel and automobiles; and even towards the end of the year, unemployment 
embraced less than 50,000 workers. But when Parliament got down to debating 
the 1953 Budget M. Pinay’s critics were quick to accuse him of a policy of 
‘immobilism “ and to demand immediate and energetic action to “ re-launch ” 
the national economy and so avert all the horrors of deflation. 

This was a hopeless atmosphere in which to introduce a budget. The 
centrepiece of the budget that M. Pinay originally tried to impose was an 
ambitious fiscal reform that was designed to secure two main objectives: to 
make peasants and traders pay their proper share of direct taxes, and to 
shift a considerable fiscal burden from the highly mechanized industries to 
the industries that primarily utilized human labour. The need for securing 
the first objective was obvious. Wage and salary-earners pay relatively high 
income taxes in France, but peasants and the self-employed evade them; as a 
result, indirect taxes yield 50 per cent. of the national revenue and income 
taxes only 30 per cent. The need for the second main objective may be more 
questionable, but it certainly is true that too much of France’s national 
investment programme takes place in the sector of industry under the Govern- 
ments wing. Much of the reason for the depression of private investment lies 
in the fiscal system. “ By the sole plav of fiscal legislation '’, declared M. Pinay 
before bis downfall, “ the creation of means of production is from 20 to 25 
per cent. dearer in France than in [england ”’. 

THE FiscAL PROBLEM 

The complicated fiscal reform by which M. Pinay hoped to secure these 
objectives need not be discussed in detail here. Briefly, however, apart from 
the withdrawal of some tax concessions from peasants, he aimed to replace 
the old production and turnover taxes by a new tax @ la valeur ajoutée; under 
this new tax, producers and wholesalers would be liable for an impost equal 
to 20 per cent. of their selling prices, less costs that were computed by the 
authorities on the basis of invoices supplied to them. The obligation to supply 
invoices In order to secure tax deductions should have made certain forms 
of tax evasion much more difficult. 
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This project for fiscal reform encountered intense and wide opposition from 
the outset. The critics declared it either too bold or not bold enough. All 
were agreed in interpreting it as a dose of extra taxation in disguise. Besides 
rejecting it, the Assembly’s Finance Commission played havoc with the budget 
estimates, and still further havoc was wrought when these came to be debated 
in the Assembly. Just before his fall, therefore, M. Pinay announced des- 
pairingly that, as the experts calculated them, estimates of expenditure had 
been increased and those of revenue decreased—each by some Irs. 200 milliards 

-so that the gap between them would be too wide to be bridged by any 
legitimate means. 

It was therefore a grim but familiar budget problem that passed into the 
hands of the new Government at the turn of the year. At the root of it, as the 
reporter for the Assembly’s Finance Commission has written, lies the fact that 
‘France is generally in a state of fiscal hypertension and specifically suffering 
from execrable injustice in the distribution of the burden "’. The reporter for 
this Commission contended, on the basis of average income per inhabitant, 
that the French taxpayer makes a contribution to his Government greater 
than that in Britain and far greater than in the United States. The 
burden he has to shoulder is that of financing reconstruction (especially housing, 
which 1s incredibly antiquated in France), re-equipment, and rearmament— 
while at the same time providing for the normal expenses of an administration 
vastly swollen by the post-war extension of State activities. In the 1953 
Estimates, national defence accounts for 34 per cent. and investment for 
23 per cent. of a total expenditure of Frs. 3,800 muilliards. Against this, the 
Government counted on revenue of Frs. 3,200 milliards (including Frs. 200 
milliards of American aid). That left Frs. 600 milliards to be raised by loans 
or credits, an amount that represents 16 per cent. of total expenditure, com- 
pared with 20 per cent. last year, 12 per cent. in 1951, and 15 per cent. in 1949 
and 1948. 

These figures make it plain that France is not merely faced by the genuine 
budget problem that is all too familar in Britain and other countries—that 
of withdrawing sufficient purchasing power from the public to keep the economy 
on an even keel; it 1s also faced by the sheer technical difficulty of securing 
sufficient francs for the Treasury to spend. Budget deficits are no longer 
covered by direct advances from the Bank of France; that practice was 
abandoned, partly under American pressure, some time-ago. But long-term 
Government loans are still impossible to float on the capital market owing to 
public distrust of the currency. M. Pinay was bold enough to issue a 3} per 
cent. Rente in the early summer, but the response was not remarkable, even 
though no national long-term loan had been offered since 1949 and the new 
Kente carried a gold guarantee for the principal. It yielded, according to official] 
reckoning, Frs. 195 milliards, but only a fraction of this represented genuine 
new savings. The result is that the Treasury has been forced, as in other 
recent years, to rely increasingly on short-term borrowing from the banks. 

This is shown by the increase in the share of short-term debt in the total 
internal debt from 15 per cent. before 1939 to 45 per cent. at the present time; 
and to-day 80 per cent. of that short-term debt consists of bonds with two 
years or less to run to maturity. In the last year alone the short-term debt 
has increased by 20 per cent. Herein lies one of the main obstacles in the way 
of an effective credit policy in France; the only way in which the Treasury 
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has been able to finance its deficits has been through the inflation of bank 
deposits. In part, the process is quite automatic, for the banks are under an 
obligation not to let their holdings of Bons du Trésor fall below a certain level 
and to add to them to the extent of 20 per cent. of new deposits. 

The conclusion emerges that neither credit policy nor budgetary policy 
can be effective until fiscal reform is carried through. With the resignation of 
M. Pinay the task of fiscal reform has once again been deferred, though it 
may well be that his successor or successors will eventually adopt the idea 
that he himself finally suggested, as the obstacles against him mounted—that 
is, to ask the Assembly to grant the Executive special powers to deal with the 
problem. The Assembly has not shown any liking for such an idea, which 
implies modification of one of the clauses of the Constitution. It will probably 
have to face up to 1t soon, nevertheless. 

The real danger before France, however, is not that the Treasury may run 
short of francs, but that it will run short of liquid foreign assets—a danger 
intensified, of course, by the latest evidence of the instability of government. 
The trend of French foreign trade has been disappointing. Although the huge 
imports of January and February, 1952, averaging almost $400 millions 
monthly, were virtually halved in succeeding months, thanks to drastic restric- 
tions, exports have failed to improve, despite numerous artificial stimulants. 
According to official figures, the balance of payments deficit, which fell steadily 
year by year from over $2,000 millions in 1946 to less than $250 millions in 
1950, was back to $1,000 millions in 1951; and for the first half of 1952 it 
amounted to $500 millions. The adverse balance of visible trade alone for the 
first eleven months of 1952 was over $1,000 millions; within this, incidentally, 
the deficit with the sterling area was twice as high as that with the dollar 
area. By the end of the year France had also overrun its quota with the 
European Payments Union by over $90 millions. 

Before leaving office, M. Pinay had to admit that the payments situation 
was “disquieting ', but he seemed to have no remedy to offer beyond such 
mild ones as speeding up the payments or repayments due on export subsidies, 
the promise of their indefinite prolongation, and negotiations for import 

concessions from America, Britain and South America. Subsidies this year 
may amount to 18 per cent. of the value of exports; one Deputy has estimated 
their cost at over $10 millions monthly, although the 1953 budget estimates 
make allowance for only half this figure. Clearly, however, subsidies are mere 
palliatives—and undesirable ones at that. Some means will have to be found 
to bring down French prices and keep them stable. 

The only alternative would be yet another currency devaluation. This is 
a dangerous remedy that has repeatedly failed in France, but there is an evident 
danger that the new Government may have to resort to it—together, perhaps, 
with a request to the national bank to raise the limit on its lending powers, 
which have not been changed since 1947. The psychological effect of either or 
both of these measures might be disastrous, and the Government will un- 
doubtedly be under pressure to avoid them—and rely instead on more disguised 
forms of credit inflation and devaluation. But it should now be clear as 
daylight to anybody who has eyes to see that there can be no economic stability 
without political stability in a France whose economic strength has been 
sapped by two world wars; and that both fiscal and constitutional reform 
need to be pressed through if disaster is to be avoided. 
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The Case for Standard Bill 


Lodgment Forms 
By WwW. W. Syrett 


VERY business man knows that avoidance of commercial contracts is 
F most prevalent in times of stress; and he knows, too, that avoidance of 

obligations (more particularly the implied responsibilities of sale of goods 
contracts) is easier when buyer and seller are as remote in time and distance 
as they are in international trade. The waning of the sellers’ market in 
Britain's export trade in the past eighteen months has brought with it con- 
ditions in which too many foreign importers again find reasons and excuses 
for attempting to thrust back on their suppliers some of the costs of trade 
financing; while the force of competition is becoming so great that the sup- 
pliers are seldom in a strong enough position to risk losing “‘ repeat business "’ 
by standing out for their rights. In marginal cases, where some doubt exists 
about validity, the exporter is seldom prepared to make a test case out of a 
doubtful issue. One problem of particular topical importance to which this 
situation gives rise concerns the collection of bills lodged with the exporter’s 
bank. 

As with so much else connected with the return of buyers’ markets, this 
problem has caught some people unprepared. Although there are many 
exporters of long experience who, in the main, have profited by “ what 
happened last time ’’, there are others without prior experience of the condi- 
tions that exist to-day, or who have failed to apply the lessons they should 
have learned in the past. And on the other side of the bank counters, although 
there are some bankers who have evolved a comprehensive, well-constructed 
bill lodgment form and insist on its use, there are others who either have no 
well-drafted form or who, while having such a form, yet allow customers to 
avoid using it. 

The banker who does not insist on the use of such a form has only himself 
to blame if he has to live the life of a tennis ball, slammed back and forward 
between the players, getting all the knocks and none of the fun. When a 
banker undertakes the duties of bill collection he is entitled to receive at the 
time a clear mandate. The problem is largely one of tact. No customer would 
deny the banker a pay-in slip with a documentary bill lodged at the counter, 
or a letter covering a bill lodged by post. The practical difficulties arise when 
the banker asks for a clear mandate from his customer and presents him with 
a long form for completion. To the customer, this form often appears un- 
necessarily complicated. The truth of the matter is that the different clauses 
on the form each represent a different eventuality that experience tells the 
banker must be foreseen at the outset—either to give him protection or to avoid, 
in the interests of the customer, certain expenses that could arise. Moreover, 
some of the clauses of the lodgment form are not applicable to all types of bill 
but must necessarily appear in a comprehensive form; examples of these 
complications are clauses dealing with certain interest terms that are applicable 
only to eastern bills, and ‘‘ case of need’ definitions that the banker only 
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requires when the exporter has arranged for his agent in the overseas centre to 
intervene if the drawee fails to honour the bill. 

Some of these complications can be—and are—overcome by the helpfulness 
of the banker. It is common, and ought to be universal, practice for the 
banker to go out of his way to indicate to the customer which clauses apply to 
his particular bills, thus simplifying the bill lodgment process for him. But 
the task of any particular bank official is undoubtedly easier 1f the customer 
cannot argue that the forms used by other banks are less complicated, because 
| they are less comprehensive. On these grounds alone, therefore, there seems 
to be a strong case for arguing that each bank should employ the same clauses 

on its bill lodgment forms as its competitors. 

It is not intended in this article to carry this topic to ultimate details, 
} which would involve an examination of all the forms employed by the banks 
for bill lodgment purposes. Opinions may well differ about the shape that a 
standard lodgment form should take. Merely as illustration, however, I have 
appended at the end of this article an extract from my Finance of Oversea 
Trade, with due acknowledgment to the publishers, Sir Isaac Pitman & Sons. 
This suggested form is republished here solely as a basis for discussion; perhaps 
it might serve as a chopping block on which other proposals could be laid. 
For instance, some bankers might reasonably object to the omission of a space 
for ‘‘ case of need’ instructions, or propose a stick-on addendum for the 
minority of instances where the form of the bill requires this to be taken care of. 

In the view of many exporters, there is now an urgent need for bankers 
and business men to pool their experience about the main difficulties that 
have been encountered in documentary bill collection. No doubt these diffi- 
culties have varied from area to area, trade to trade and even bank to bank. 
Some banks may have found that they have often incurred heavy cable 
expenses, because their correspondents overseas have become involved with 
drawees who have claimed the right to defer honouring bills until the arrival 
of the steamer. Other banks may have had persistent trouble with drawees 
who refuse to meet the overseas correspondents’ charges on the collections. 
And others might even lay their main stress on the need for obtaining clear 
instructions from customers on what to do about the warehousing and insurance 
of merchandise if drawees refuse the documents. There is a very strong case 
for the pooling of all this past experience, in order that the banks may secure 
the protection to which they are entitled when serving their exporting 
customers. : 

Apart from these matters that are of main concern to the banks, any 
standard form should also be as helpful as possible to the exporter. A well 
drawn-up bill lodgment form can often bring home to inexperienced exporters 
facets of trade financing with which they were not previously acquainted. 
An elementary example is the case of the exporter who has been in the habit 
of selling at “ f.o.b.”’ prices to export merchants, and then, in order to get 
closer to his markets, starts to deal direct with foreign importers. On his first 
deal with a South African or New Zealand buyer he is quite likely—through 
sheer ignorance—to be caught out for the ‘“‘ exchange ”’ and collecting agent’s 
charges. The employment of a clear and concise bill lodgment form may bring 
to his notice that he should follow the traditions of trade with these dominions, 
and possibly take steps to put himself ad :dem with his buyer. 
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This is an elementary example, but it is typical of its genre. The banks 
would perform a great service to exporters if they could get together and list 
possible traps of this sort, and draw attention to as many as possible on a 
new standard lodgment form. Once such a form were designed, it would 
surely be in everybody's interest if it were put into employment by all the banks. 


Suggested Standard Bill Lodgment Form 


FORM Fn. Bch. 74 Stg. Lodgment : Documentary Bill. 
['o THE EXPORTERS BANK LTD. 
I/We hand you herewith the undermentioned bill and relative documents as specified, for 
comection for the credit of MIY/OUT... « .60< cecsacccncascessed Account. I;We authorize you to 
(i) Remit first of exchange with one part B/L, and one each original documents by next 
convenient mail, others by subsequent mail. 
(ii) Employ the services of your correspondent at 


rR Bee SSE Bee 4A OOD OE C4 OD A Se OS 2 O16. 2 2 O16 Oe & Be 


All risks in connection with the acceptance, collection and reimbursement will be borne by me/us. 
(i) Charge my/our above account with all expenses incurred, and your commission at the 
Es ta bawecckvesabsenenes , except in so far as these are collected trom the drawee. 
(iv) Apply the terms of your general letter of hypothecation signed by me/us to the bill and 
documents. 


Particulars regarding the bill of Exchange— 
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Reference | If ——— : by | DRAWEE | es Vailas ; 
i eenlens _ Second anc —j|— ——_———— sance Amount 
| [Third of Exchange Name Address 
enamine | ANI Se 5 s , wal sie <eate csatalaaili - 
| ; ' 
| | 
| | 
| £ 
Specification of Documents— 
} eae eee = } 1 
B/Lading | Insurance | Invoice Consular Invoice Other Documents 
_ — cn - ——— a Le _ i-—— —_ . EE — 
| | i 
Instructions— 
Kemittance : Remit by Arr/SEA mail. 
Present on arrival of MAIL/Goops. 
| - Protes 
. unaccepted Protest 
Presentation | If < Do not protest 
and < unpaid eS. gg CL fg Perret Ter creer ere ce : 
Advice ! . non-payment ,_, cable — 
| Advise : by < air mail 
payment sea mail 


~ Telegraphic Transfer 
Sight draft on London 
90 d/s draft on London 


Payable at collecting bank’s selling rate for 





| Payable by approved bank’s | 
Clauses < ( exchange 
| stamps 
Payable with < banker’s charges | 
| interest at ........ °, from date of draft until approximate date oi 


" arrival ot remittance in London. 





| To be surrendered on ee 

Documents < payment 
| If on payment state if rebate is allowed: f period ...............00.eeees 
( if so Seevereer Terr TT Cr TT 


Other Insivructions— 
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Forgery on a Joint Account 
By Ernest Watkins 


N 1943, the Abingdon branch of the Westminster Bank opened a joint 

account in the names of a Miss Brewer and a Mr. Frank Stevens. They 

were the joint executors of a Mr. Joseph Brewer who had died in that 
August, Miss Brewer being his daughter and Mr. Stevens the managing clerk 
of his solicitors. The account was opened on the basis of the bank’s standard 
‘ Mandate for Joint Account ’’, signed by both the intending customers, and 
it provided that cheques drawn on the account should be signed by both. The 
mandate contained the usual provisions that the customers’ lability should 
be joint and several. The cheque book was issued to Mr. Stevens. 

For the first few months all went well. Miss Brewer drew {10 a month, 
for housekeeping, presenting a cheque at the counter which she had signed 
and to which she had earlier obtained Mr. Stevens’ signature. But, in Decem- 
ber, 1943, Mr. Stevens discovered that he had a talent for forgery. From 
then, almost every week, he presented a cheque for {10 which he signed but 
to which he forged Miss Brewer’s name. When the cash in the account was 
exhausted, he induced Miss Brewer to join in the sale of securities from her 
father’s estate. The proceeds were paid into the joint account and Mr. Stevens 
continued to extract his {10 a week. In all, he presented, and obtained cash 
for, 279 cheques and made away with nearly £3,000 from the estate. 

He had a run of nearly six years before discovery. It was not until 
September, 1949, when the last of the securities had been sold, that the bank 
manager sent Miss Brewer a copy of the bank statement with a bundle of the 
cleared cheques. Until then, the bank had sent its statements to Mr. Stevens 
alone. Mr. Stevens, naturally, was charged, convicted and imprisoned, but 
the £3,000 was not replaced by him, nor recovered from him. Miss Brewer 
accordingly sued the bank for the loss the estate had sustained. The action 
was heard by Mr. Justice McNair last summer and judgment was given for 
the defendants, the Westminster Bank. 

The plaintiff's case was based fairly and squarely on the forgeries. It was 
admitted that the forgeries were so skilful that the bank’s officials could not 
be said to have been negligent in failing to detect them. The plaintiff could 
not, or did not, claim that the bank was negligent in failing to give her the 
same information as to the account, in the way of bank statements and so on, 
that they gave Mr. Stevens, although that, of course, might have brought the 
forgeries to light almost at once. Her case was, in effect: ““ The bank under- 
took only to part with money on the authority of the two signatures of the 
holders. Instead, it did so on the authority of one genuine signature. It has, 
therefore, broken its contract and must bear the loss’’. And Miss Brewer 
could point to the clear words of Chief Justice Best, in the case of Young v. 
Grote (4 Bing. 253) decided as long ago as 1827: ‘‘ Undoubtedly, a banker 
who pays a forged cheque is in general bound to pay the amount again to his 
customer ’’. Section 24 of the Bills of Exchange Act, 1882, is equally explicit: 
“ ... Where a signature on a bill is forged .. . the forged . . . signature is wholly 
inoperative ’’. How, then, did the bank succeed in its defence ? 

The answer is to be found in the characteristics of the legal conception of 
joint contractors, where one party to a contract consists of two or more people 
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jointly bound. There, for many purposes, the law treats the joint contractors 
as though they were one single, indivisible, personality. A logical step from 
that is to say that a disability affecting one must of necessity affect them all. 
To use an analogy, if oil and water are poured into the same glass, they do 
not mix; they remain several. But if milk and water are poured into the 
same glass, they do mix; they become joint. And if the milk is sour, it spoils 
the whole contents of the glass. So with joint contractors; they are milk 
and water, not oil and water. There is a kind of Gresham's Law about it: 
the bad destroys the good. Miss Brewer's innocence vis-a-vis the Westminster 
Bank was destroyed by the criminal conduct of her joint contractor. 

Put more exactly, Mr. Justice McNair held that no action can be main- 
tained by joint contractors unless each is in a position to sue on the contract. 
Mr. Stevens could not have sued the bank for the loss the estate of Joseph 
Brewer had sustained, because he could not both argue that he had forged the 
necessary second signature on the cheques and at the same time say that the 
bank was at fault for having been deceived by him. The bank's obligation, 
Mr. Justice McNair said, “‘ was a single obligation owed to both (customers) 
jointly. . . . If Miss Brewer and Frank Stevens had both been joined as 
plaintifis, could they have obtained’ the relief Miss Brewer sought in her 
action? “‘In my judgment, they could not ”’. 

This case, of course, concerns a forged signature alone. It did not involve 
any of the complications to be found when the body of the cheque is tampered 
with, or where there is a question of the authority of the drawer or indorser. 
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The surprising thing is that this particular, and relatively simple, point is not 
directly covered by authority. In Greenwood v. Martins Bank (1933 A.C. 51), 
a wife forged her husband ’s signature, both to a joint account and to an account 
in his sole name. After his first discovery that his name had been forged, the 
husband did not warn the bank and nine months later the wife forged another 
cheque. Only after this did the husband tell his wife that he intended seeing 
the bank manager, and the wife then shot herself. The husband, in fact, 
claimed from the bank only for those cheques forged on his own account, and 
the House of Lords held that the husband could not recover, since he owed a 
duty to the bank to warn them when he first discovered any forgeries, and 
that he had not done. One of the reasons for the decision was the fact that, 
by the delay, the bank had lost the chance of sueing the wife (and, then, the 
husband as well) for her tort. In his judgment, Mr. Justice McNair used an 
analogy drawn from the marine insurance world; there was no direct authority 
from earlier banking decisions. 

This decision is of interest not only because of the view the Court took of 
the disabilities from which a single joint-contractor suffers. The bank in its 
defence also raised a number of other contentions, all of which were demolished 
by Mr. Justice McNair. His views on these were not a part of his decision, 
which diminishes their binding effect on later cases, but they are certainly 
worth repeating. 

It is well settled law that a customer owes a duty to a bank to take care 
against the possibility of forgery. As Lord Finlay said, in London Joint Stock 
Bank v. Macmillan (1918 A.C. 777), ‘in drawing a cheque, the customer is 
bound to take usual and reasonable precautions to prevent forgery’. But 
what other duties does he owe to the bank ? What other defences are open 
to a bank when there has been a forgery of the kind practised by Mr. Stevens ? 

In this case, the Westminster Bank advanced these additional arguments 
for the defence. First, it said, there is an implied term in our contract that 
each customer will act honestly in relation to the working of the account. 
Secondly, there is also an implied term that each customer will check and 
control the operations of the other over the account. Thirdly, because we 
sent bank statements to Mr. Stevens and no objection was taken, both cus- 
tomers are bound by them. Finally, the true signature of Mr. Stevens on the 
cheques gave the bank an effective discharge for the moneys paid out, because 
one executor can bind both. ; 

Mr. Justice McNair would have none of these arguments. The last two he 
demolished in a few words. There is no authority for the proposition that there 
is any duty on a customer to check and approve his bank statements; Mr. 
Justice Bray had declined to hold that in Kepitigalla Rubber Estates v. National 
Bank of India (1909 2 KB. ro10) and on the authority of even earlier decisions. 
To claim that the bank could rely on the one true signature on the cheques 
because it was from one of two executors was tantamount to saying that the 
original mandate could be disregarded. That was an argument he could not 
accept. 

The arguments based on implied terms in the contract are more interesting, 
for it is often tempting, when things go wrong with a contract, to claim that 
there must be an implied term in the contract to cover the point at issue. But 
the Courts will not write terms into contracts unless they must. Mr. Justice 
McNair quoted a passage from a judgment of Lord Scrutton in Reigate v. 
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Union Manufacturing Co. (1918 1 KB 592): “‘A term can only be implied if it 
is necessary in the business sense to give efficacy to the contract. Applying 
that test to this case, the bank’s arguments amounted to something like this 
proposition: When a joint account is opened, each customer agrees that he 
will not hold the bank responsible if the other is dishonest. On the contrary, 
in Mr. Justice McNair’s words, a person in the position of the plaintiff would 
most probably say, “ “ Though I cannot imagine for a moment that my trusted 
co-executor will commit forgery, I am not in a position to guarantee that he 
will not’ ”’. 

The result of this case cannot be considered as satisfactory, for in essence 
it turns on the old rigidities of common law pleadings, the requirement that 
all joint contractors must be parties to a claim based on their contract, thus 
making a defect in the claim of any of them a defect in the claim of them all. 
Mr. Justice McNair was following this principle, as he was bound to do if he 
thought it applied, but has the principle very much reality left in it ? If any 
bank manager explained its consequences to any intending customers on joint 
account, would he really expect any of them to say, “ That’s exactly the kind 
of contract I thought I was making “ 

Where two equally innocent parties are threatened with loss as a result 
of the wrong-doing of a third, any decision as to where the loss shall fall may 
easily have an appearance of arbitrariness, but the substance of Miss Brewer's 
case against the bank can be put very simply. Like all customers, she would 
assume that loss through forgery was a risk the bank carried, since it was in 
the best position to defeat it. Her fellow-customer was a man in a position of 
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trust whom neither she nor the bank had any reason to doubt. For more than 
five years, while forgeries proceeded at the rate of one a week, the machinery 
of the bank (standard practice though it might be) failed to give her any 
warning of what was afoot. When the forgeries are discovered, her claim is 
defeated by a legal principle that is, in operation, contrary to the express 
mandate that the bank accepted when the account was opened. In days 
when the making of carbon copies of bank statements for each joint account 
customer would not be an intolerable burden on any branch bank, there is at 
least a case for overhauling that side of branch routine. 


International Banking Review* 


Australia 


RADE returns show that there was a favourable balance of {A 156 millions 

in the second half of 1952, compared with an adverse balance of £A 216 

millions a year before. Exports were nearly {A 100 millions higher at {A 410 
millions, while imports were £A 280 millions lower at £A 254 millions. By the end 
of the year, overseas funds had increased to £A 350 millions, compared with 
fA 280 millions at the end of July. 

The Prime Minister has asserted that it will be necessary to set up a technical 
authority to advise on the selection of public works most likely to assist the balance 
of payments. 

Austria 

The Government has issued a statement about the draft treaties on Austrian 
pre-war debts that emerged from the recent conference in Rome. This shows 
that the treaties are based on four basic principles: (1) Austria is not liable for 
payments arising from any obligations that became due during the period of the 
German occupation. (2) Total arrears for the years 1945-53 due to such guarantor 
governments as have fulfilled their guarantees of Austrian debts will be settled 
under a lump-sum agreement amounting to about 28.5 per cent. of the actual 
arrears. (3) Current service on the residues of loans will begin in 1954 at reduced 
rates of interest and continue until 1980. (4) For Austrian obligations to the 
Caisse Commune in Paris, a special draft treaty has been prepared which contains 
conditions on similar lines to the general agreements proposed. 

The official statement asserts that the charges to be borne by Austria from 
1954 will be “tolerable ’’, and it expresses the hope that after the settlement of 
the debts question, Austria will be able to negotiate new credits with foreign 


creditors. 
Brazil 


The President of the Bank of Brazil, Sr. Jafet, has resigned following a dispute 
with the Government over the financing of cotton stocks. The bank had proposed 
that the cotton stocks it had been required to absorb during the past year or two 
should either be sold to private firms over a period of five years or taken over by 
the Treasury. 

The law establishing a “ free’’ foreign exchange market for the Brazilian 
cruzeiro received the President’s sanction at the beginning of this year. But it 
was decided that it should not be brought into operation for 45 days to give time 
for adjustments in economic policies said to have been made necessary by the 
new measure. 








* Other current international banking news is discussed in ‘“‘A Banker’s Diary ’’, on pages 61-60. 
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Canada 


The Dominion’s reserve of U.S. dollars and gold was $1,860 millions at the end 
of 1952, compared with $1,856 millions at the end of September, and $1,779 
millions a year before. 

The Finance Minister has announced an issue of $100 millions of 25-year 33 
per cent. bonds—the Government's first long-term bond issue since the end of 
the war. The new bonds will be sold in instalments to the Bank of Canada, which 
will make the issue available to investme it dealers and banks for distribution to 
the public. 

Canadian bankers have expressed opposition to the proposal for the incorpora- 
tion of the Dutch-controlled Mercantile Bank of Canada. During hearings before 
the Senate Committee that is considering this question, the chairman of the 
Bank of Montreal, Mr. B. C. Gardner, said that the charter “‘ would be going to a 
toreign-controlled bank which might handle the savings of Canadians’’. While 
not saying that the granting of a charter would be a dangerous precedent, he 
asserted that it would be a first step towards applications from other groups. The 
general manager of the Royal Bank of Canada, Mr. T. H. Atkinson, said that he 
had already received “ intimations ”’ that other foreign banks were watching this 
application. He estimated that if it were granted, at least five more applications 
would follow immediately and possibly five more later. He expressed the opinion 
that if enough new banks began operating in the larger centres in competition with 
the present chartered banks, a curtailment of branch services in smaller centres 
might result. 


Ceylon 


The Prime Minister has announced that the Dominion Government plans to 
revise its attitude to foreign investment. He declared that Ceylon stands to gain 
from a substantial inflow of external capital especially when it is associated with 
managerial competence and technical knowledge. He asserted that there was an 
imperative need for Ceylon to continue to use foreign exchange resources in the 
way that would most facilitate the execution of capital development programmes, 
and that it would therefore be necessary to retain certain exchange restrictions. 
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Egypt 

The Prime Minister, General Neguib, has stated that one of the main aims of 
the new Government is to industrialize the country. It was intended to encourage 
foreign investment in Egypt by furnishing adequate guarantees. 

The annual release of £10 millions from Egypt's blocked sterling balances 
provided for by the 1951 agreement with Britain was made by the British authori- 
ties within a few days of the opening of the New Year. As the special release of 
£5 millions to which Egypt would have been entitled in 1953 was made in 1952 at 
the special request of the Egyptian authorities, no further releases are now due 
to take place until 1954. 

France 

To relieve the deficit in the country’s balance of payments, foreign exchange 
allocations have been cut for French tourists travelling to European Payments 
Union countries. In future each tourist will be granted a maximum of two foreign 
exchange allocations a year, each worth Frs. 30,000, irrespective of the number of 
countries to be visited. Previously tourists were allowed one foreign exchange 
allocation for each country visited. Only Frs. 10,000 of the new allocations may 
be taken out of the country in bank notes. 

The note circulation reached a new all-time record of Irs. 2,123,513 millions 
at the end of 1952, an increase of 15 per cent. compared with a year before. 


Germany 

The monthly bulletin of the German central bank has expressed the view 
that the dollar retention scheme introduced early in 1952 to encourage dollar 
exports should be abolished. Under the scheme 40 per cent. of the proceeds of the 
sale of exports on dollar markets may be disposed of by the exporter on the free 
market at rates above the official parity. The premium yielded by bonus dollars 
has, however, dropped from about 20 per cent. when the new arrangements came 
into force to less than 5 per cent. in recent months. The additional reward obtain- 
able by the dollar exporter has thus been reduced to no more than about 2 per 
cent. The bank argues that this development has robbed the scheme of anv 
attraction that it might have had at the start. 

The fall in the premium on export dollars is attributed in part to the backwash 
of the short-lived commodity arbitrage scheme introduced by the Bank of England 
last August. But it is believed that the main factor has been the narrowing of the 
margin between dollar and non-dollar prices. 

The Finance Minister has announced that foreigners may subscribe to the 
Government's first long-term loan by paying in blocked marks. The loan is for a 
total of Dm. 500 millions. New securities acquired in this way must be deposited 
with a bank or a credit institute in West Germany or West Berlin. The new loan 
bears 5 per cent. interest tax free, and is repayable at par after five years. 

The Bank Deutscher Laender has authorized West German foreign trade banks 
to carry out cash or forward exchange deals in D-marks with authorized banks 
in all E.P.U. countries against the currency of the country where the foreign 
banks are located. All transactions must be on the basis of the conversion rates 
fixed by the central bank. 

The West German bank rate has been lowered from 4} to 4 percent. It has also 
been announced that the minimum reserve ratios of West German banks are to be 
reduced as from the beginning of February. 


Hong Kong 


An agreement has been reached with the United States on the general procedure 
for the importation into the United States of Hong Kong produce and locally 
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manufactured commodities. Under the new arrangement, a new type of certificate 
known as a comprehensive certificate of origin will be issued by the local commeree 
department to cover exports to the United States. Trade between the two countries 
has been almost at a standstill since the American authorities refused to accept 
the existing certificate of origin because it did not cover the origin of the raw 
materials used. 

India 

The Government's import programme for the first half of 1953 maintains the 
existing position for 70 per cent. of imported products, including non-ferrous 
metals, metal manufactures, motors, generators, cables, clocks, stationery and 
motor cycles. A few items have been dropped from the open general licence list, 
including ball bearings and some textile items; these imports will in future be 
regulated by quota. In view of the improvement in the balance of payments, 
however, it has been decided to remove some import cuts made in the programme 
for the second half of 1952. 

The International Bank for Reconstruction and Development is making a 
loan of $314 millions for a period of 15 years to finance a major expansion of iron 
and steel production in India. The borrower is the privately-owned Indian Iron and 
Steel Company, but the loan carries the guarantee of the Government of India. 


Japan 
To stimulate dollar exports the Ministry of International Trade and Industry 
has increased the proportion of foreign currency earned by dollar exports that may 
be retained by traders for disposal at premium rates. 
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Under a new bill which is being introduced into Parliament, the Government 
will subsidize interest payments on bank loans required for the construction of 
ocean-going ships. The rate of subsidy will average 3.85 per cent. of the total 
annual interest payments. 

The Government has announced that it is planning a drastic revision of the 
anti-monopoly law introduced by General McArthur’s occupation administration 
which prevented firms combining to establish fixed prices. The intention is to 
enable industrialists and traders “ to adjust production and prices as they please ’’. 

The payments agreement concluded with the United Kingdom in August, 
1951, Which was due to expire at the end of December, 1952, has been renewed on 
the same terms for a further period of one year. Latest official figures indicate that 
the adverse balance of payments with the sterling area has reduced Japan’s sterling 
holdings from £130 millions at the end of June, 1952, to approximately £70 millions. 

Spot rates for sterling and the U.S. dollar have been adjusted to remove 
discrimination against sterling enforced last March, when the authorities were 
trving to discourage exports to the sterling area. 


Netherlands 


The Netherlands authorities have added the U.S. dollar to the list of currencies 
that may be dealt in on the “ free "' foreign exchange market. This means that 
the commercial banks may now conclude forward transactions in dollars on their 
own account or on behalf of their clients. Other currencies now within the scope 
of the free market include sterling, Swiss francs, Swedish kronor and French 
francs. 

Foreign exchange reserves more than doubled in 1952. The central bank has 
converted into gold some Fls. Soo millions of U.S. dollars added to the reserve in 
the first nine months of the vear. 


New Zealand 
The Prime Minister, Mr. Holland, has announced that, as a result of arrange- 
ments made during the Commonwealth Economic Conference, the Dominion 
intended to raise a sterling loan of £10 millions on the London market. The issue 
would be made at a time to be arranged, probably towards the end of 1953. The 
money was to be used for financing the Murupara paper project. 


Pakistan 
The Government has issued an order requiring all importers and exporters to 
register with the Chief Controller of Imports and Exports. The order also makes 
it compulsory for foreign firms to employ a set percentage of Pakistan nationals. 
In future, no importer or exporter who has not been granted registration by the 
Chief Controller of Imports and Exports will be allowed to trade overseas. 


South Africa 

The president of the Johannesburg Stock Exchange, Mr. F. Neale, has expressed 
the view that the most critical period for the provision of fresh capital for the 
Union’s mining and industrial development has now passed. He stated that there 
seemed ‘‘ more than a reasonable prospect of South Africa’s capital needs being 
met during the next two or three years and that earnings in dollars and sterling 
would improve 'steadily ’’.. He thought that this would be ensured by the advent 
of uranium production as a factor in the Union’s ability to earn foreign exchange, 
by the steady increase in gold production and by the growing need for the United 
States to come to the Union for base metals and other minerals. 
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United States 

Mr. Truman’s Budget statement for the year to June 30, 1954, provides for a 
total expenditure of $78,600 millions. This is $4,000 millions above the estimated 
total for the current year, and if tax rates remained unchanged, could result in a 
deficit of $9,900 millions. 

Estimates prepared by the Commerce Department and Securities and Exchange 
Commission suggest that business concerns are planning plant and equipment 
outlays during 1953 totalling $26,271 millions. This figure is 2 per cent. below the 
estimated 1952 figure of $26,860 millions, but is almost equal to the 1951 total 
of $26,332 millions. The year is expected to bring a marked increase in the capital 
goods requirements of many non-defence industries, but substantial declines are 
foreseen in the iron and steel, non-ferrous metal and transportation equipment 
industries. Industries that increased their investment in 1952 and are stated to 
be planning to do so again in 1953, include electrical and non-electrical machinery, 
petroleum, rubber manufacturing and public utilities. 

Mr. W. Randolph Burgess, Chairman of the Executive Committee of the 
National City Bank of New York, has accepted the appointment of consultant 
and special deputy to the Secretary of the United States Treasury on debt manage- 
ment and monetary policy. Mr. Burgess, who is a recognized authority on central 
banking, has terminated his association with the National City Bank in order to 
take up his new post. 

Mr. William McChesney Martin will continue in office as the Chairman of the 
Federal Reserve Board under the Eisenhower Administration. This is interpreted 
to mean that the new President will expect the Treasury and Federal Reserve to 
continue the “‘ gentleman's agreement ”’ on policy control concluded in 1951. 

Commerce Department estimates indicate that net foreign receipts of gold and 
dollars from the United Stutes amounted to $723 millions in the third quarter 
of 1952, compared with $404 millions in the previous three months. This move- 
ment ef gold and dollars is attributed mainly to a sharp decline in the foreign 


purchases of American goods. 
West Africa 
The report of the West African Currency Board for the year to June 30, 1952, 
shows a net increase of {8.4 millions to {87.3 millions in the total currency issue 
of the Board. Of the total outstanding, {70.8 millions were held by the public 
and the remaining {16.4 millions in the “ tills’? of West African banks. At one 
time during the vear, the total note issue reached a level of over {96 millions. 





Appointments and Retirements 





Barclays Bank—JLeeds, Local Head Office: Mr. E. L. Grundy to be local directors’ assistant. 
Oxford, Local Head Office: Mr. R.S. Jenkinson, from Birmingham, to be local directors’ assistant. 
Mr. A. L. Godden, from Ipswich, to be district manager. Head Office: Mr. W. Scrivens to be a 
veneral managers’ assistant. Head Office, Inspection Dept.: Mr. A. Rawlings to be chief inspector, 
and Mr. J]. Hawker to be deputy chief inspector. Tyvustee Dept., City: Mr. D. E. Wilde, from 
Bournemouth, to be manager. Trustee Dept., Bournemouth: Mr. G. V. Hoare, from Brighton, to 
be manager. Tiustee Dept., Worthing: Mr. A. ]. Martin, from Maidstone, to be manager. 
Goodmayes, Green Lane: Mr. C. C. Waggett, from Moorgate, to be manager. \Jalden Rd.: Mr. 
R. T. Morgan, from Covent Garden, to be manager. Newington Green: Mr. G. L. West, from 
Shoreditch, to be manager. Walthamstow, Hoe St.: Mr. R. D. Thomas, from Green Lane, 
Goodmayes, to be manager. <Aftleborough: Mr. O. T. Pink, from Norwich, to be manager. 
Barnstaple: Mr. C. Reader, from Ottery St. Mary, to be manager. Blackpool, Birley St. and 
North Shore: Mr. J. Moody, from Wilmslow, to be manager. Chester: Mr. A. J. Burns, from 
Birley St. and North Shore, Blackpool, to be manager. Fakenham: Mr. E. H. Tyrrell, from 
Attleborough, to be manager. Holyhead: Mr. W. J. Hughes, from Penygroes, to be manager. 
King’s Lynn: Mr. W. R. Young, from Fakenham, to be manager. Lytham: Mr. J. E. Hiles, 
from Nelson, to be manager. Nelson: Mr. E. A. Faraday, from York St., Manchester, to be 
manager. Ottery St. Mary: Mr. M. J. Marchant, from Ilfracombe, to be manager. Wilmslow: 
Mr. F. C. Hargreaves, from Lytham, to be manager. 
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Chartered Bank of India, Australia and China—Sir Harry Greenfield, C.S.1., C.I.E., has been 
elected a director on retirement of Mr. Archibald Rose, C.1.E. 

Chase National Bank of the City of New York—\Mr. A. J. C. Williams, from London office, 
has been appointed a manager. 

Clydesdale & North of Scotland Bank. —Stevenston: Mr. R. MacKenzie, to be manager on 
retirement of Mr. J. Loudon. Stirling, Port St.: Mr. J. M. MceKav, from Govanhill, to be sub 
manager in succession to the late Mr. G. Glen. 

District Bank—Crewe: Mr. F. L. Bower, from Widnes, to be manager. Slough: Mr. W. Davison 
to be manager. 

Dominion Bank (Canada)—Mr. |]. M. Laing, from Toronto, Canada, to be secretary on retire- 
ment of Mr. W. B. Tannahill. 

Lloyds Bank—Head Office—Mr. E. J. Hill to be a chief general manager; Mr. G. Y. Hinwood 
to be assistant chief general manager; Mr. E. J]. N. Warburton to be a joint general manager: 
Mr. R. F. E. Whittaker, C.B., C.B.E., T.D., to be general manager (administration); Mr. D. H. 
Turner to be general manager (Executor and Trustee); Mr. G. M. Warry to be an assistant 


general manager; Mr. J. R. White to be a general managers’ assistant; ddvance Dept.: Mr. 
H. Robson, from Newcastle upon Tyne, to be a controller; Mr. b. L. Smailes, from Gateshead, 
to be an assistant controller. 39 Threadneedle St., k.C.: Mr. J. A. Pyke to be deputy manager. 


Bermondsey, S.E.: Mr. S. J. Norris, from Finsbury Circus, to be manager. Cardiff: Mr. W. R. 
Bazley, from Head Office, to be manager on retirement of Mr. R. M. Wignall. Comsett (also 
Annfield Plain): Mr. J. KK. Milburn, from Newcastle upon Tyne, to be manager on retirement 
of Mr. G. Ridley. Ferndown: Mr. C. H. Roberson, from Bournemouth, to be manager on retire- 
ment of Mr. Fk. N. Ballard. Hanover Sq., W.: Mr. G. H. Yeoman, from Head Office, to be manager. 
St. Neots: Mr. J. W. G. Danahay to be manager. St. Thomas, Exeter: Mr. A. F. Nicholson, 
from Swindon, to be manager on retirement, owing to ill health, of Mr. R. B. Stead, M.M. 
Shrewsbury: Mr. F. A. Last, from Head Office, to be manager on retirement of Mr. R. A. Pace. 
Martins Bank—Z//ead Office: Mr. E. H. Priestley, from London, to be superintendent of branches. 
Tunstall: Mr. A. Williamson, from Derby, to be manager. 

Midland Bank-—-Sir William Dugdale, Bt., J.P., D.L., has, in consequence of advancing years, 
resigned from the boards of the Bank and of the Midland Bank Executor and Trustee Co., Ltd 
Head Office: Mr. B. F. Clarke, from Liverpool, to be an assistant general manager; Mr. E. E. 
Bonner, from Shettield, to be a superintendent of branches. London—Harringay: Mr, L. D. 
Spinks, trom North Finchley, to be manager in succession to the late Mr. H. Percy; Horseferry 
Rd.: Mr. A. E. J. Morley, from 431 Oxford St., to be manager; Leadenhall St.: Mr. R. W. 
Knott, from Poultry and Princes St., to be manager on retirement of Mr. S. R. Chandler; Russell 
Sq.: Mr. J. Dodds, from Horseferry Rd., to be manager; Winchester House: Mr. F. W. Barnes, 
from Russell Sq., to be manager on retirement of Mr. C. W. J. Leng. Alnwick: Mr. T. G. Levitt, 
from Ripon, to be manager on retirement of Mr. P. England. Carlisle, English St.: Mr. J. Hardy, 
from City Sq., Leeds, to be manager on retirement of Mr. T. White. Liverpool, Edge Hill: Mr. 
C. H. S. Basnett, from Birkenhead, to be manager on retirement of Mr. H. O. Lewis. Port 
Talbot, Station Rd.: Mr. D. M. Davies, from Swansea, to be manager on retirement of Mr. W. L. 
Morgan. A\/idland Bank Executor and Trustee Co., Ltd._—-Head Office: Mr. L. C. Mather, an assis- 
tant general manager of the Midland Bank, to be deputy general manager ot the company. 
National Bank of New Zealand—-Mr. W. H. Tatham has resigned from the board owing to 
il health, and Mr. A. H. Ensor becomes a director. 

National City Bank of New York— Mr. Howard ©. Sheperd has been appointed chairman ot 
the board and chief executive officer to succeed Mr. William Gage Brady, |r., who is retiring 
after 37 vears’ service with the bank. 

National Provincial Bank—A/fon: Mr. A. H. Beddoe, from Newport, Shropshire, to be 
manager on Mr. G. J. Sowter’s retirement. ala: Mr. I. R. Edwards, trom Holyhead, to be 
manager in succession to Mr. 1. L. Willams. Cardiff Docks: Mr. T. S. John, from Swansea, to 
be manager on retirement of Mr. D. Thomas. Chipping Norton: Mr.S. J. Sharpe, from Newton 
Abbot, to be manager of this new branch. Ellesmere Port: Mr. A. Hodkinson, from Harrogate, 
to be manager of this new branch. Farnham: Mr. L. R. Grellier, from Torquay, to be manager 
on Mr. F. W. Hale’s retirement. Newport, Shvopshire: Mr. C. W. Jones, from Hereford, to be 
manager. Swansea: Mr. A. E. Jones, from Head Office, to be manager. 

Royal Bank of Scotland—Bowmore, Islay: Mr. H. Cairns to be manager on retirement of 
Mr. l. M. Mactaggart. Welso: Mr. F. D. E. Walls, from Kilmarnock, to be manager on retirement 
of Mr. J. K. Bell. 

Standard Bank of South Africa—Sir Frederick Leith-Ross, G.C.M.G., K.C.B., has agreed to 
become chairman of the bank. 

Westminster Bank-——Head Ojfice: Mr. W. H. Pickard to be a staff controller’s assistant. /ncome 
Tax Dept.: Mr. R. W. Brewster to be principal, Income Tax Dept., at Cavendish Sq. Altvincham and 
Hale: Mr. C. F. Bowley, from Knott Mill, to be manager in succession to the late Mr. J. H. Beck. 
Halifax: Mr. N. G. Blachford to be manager on retirement of Mr. A. Leonard. Hoylake: Mr. 
W. T. Jones, from Aigburth and Dingle, to be manager in succession to the late Mr. J. D. 
Johnstone. Upper Clapton: Mr. W. C. Horder, from Stamford Hill, to be manager in succession 
to the late Mr. W. E. Horne. West Bridgford: Mr. W.G. Smith, from Nottingham, to be manager on 
retirement of Mr. L. Abbott. Woodford Broadway: Mr.C. L. Denman, from Wanstead, to be manager. 
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Actual 
(£mn.) 
Oct., Nov., 
1951 1051 
Barclays: 
Advances 308.5 371.0 
~ - 29.2 29.3 
Investments. . 314.8 425.7 
% 25.0 33.6 
Lloyds: 
Advances 345.2 351.1 
¥ 4 <a 70.2 30.7 
Investments. . 279.0 371.2 
% 24-4 32.5 
Midland: 
Advances 393.3 397.1 
of - 29.6 30.1 
Investments. . 320.4 $33.8 
% _ 24.9 32.8 
National Provincial: 
Advances 290. 3 298 .1 
% - 35.4 37.2 
Investments 165.9 230.9 
A 20.2 28.8 
Westminster: 
Advances 248.6 249.5 
° - 2F.2 31.6 
Investments. 209.4 263.6 
% 26.3 33-4 
District : 
Advances 60.1 62.6 
» A > 25.6 26.6 
Investments. . 71.5 91.6 
0 30.5 38.9 
Martins: 
Advances 89.0 91.4 
% : 29.1 29.3 
Investments. . 78.2 102.8 
» 4 - +? 25.5 33-0 
Eleven Clearing Banks : 
Advances ~. 4,807.0 4,025.2 
" - 30.6 ee 
Investments. . 1555-2 2,032.7 
» 25.1 32.9 


Liquid Assets * : 


Barclays 

Lloyds .. 

Midland ; 
National Provincial 
Westminster 
District. . 

Martins. . 


Eleven Clearing Banks 


Change in: 





(fmn.) 
Dec.-Nov., Dec.., 
1951-52 1Q52 
a >. 3 


20. 


tv 
tv 
. 
-—. 
iv 
_ 


20,2 3.1) 

| 
12.% 5.9 fF 
15.1 0.9 ) 
13.4 O.2f 


S. 
tan 
~ 


~ 

ty) 
— 
t 


13.5 4) > 
181.7 t 5-4 | 
L 
. 1O4.Y 10.06 f 
! 
J 





Trend of Bank Liquidity 


—_ 


[Q5l 
Oct. Dec. Mar. June Aug. 
40.0 33.8 43.0 35.0 37.2 
40.0 32.5 S5.3 23.0 37:8 
40.2 34.1 31.1 34.4 360.4 
39-4 33-7 33-4 34-0 35-7 
30.7 30.8 31.2 34.4 30.7 
38.0 30.4 30.0 35.6 38.9 
39.9 34.5 34.1 40.5 41.0 
39.0 33.2 31.8 34.7 37.4 


* Cash. 


call money and bills. 





show percentages of gross deposits) 


Advances plus Investments 





Ratio 
Oct., Nov., Dec., 
1951 1952 1952 
54-1 03.0 00.4 
54.0 01.7 00.1 
54-4 61.9 594 
15-9 AT.S 57-7 
57-4 02.7 59-9 
56.1 60.8 57.8 
54.6 59.6 58.0 
55-7 62.8 60.4 
1952 
Sept. Oct. Nov. Dec. 
oO o/ 0 0/ 
8) oO Oo U- 
37-3 34-0 34-2 35-9 
38.9 33-1 33-4 33: 
36.4 35-0 35-0 30. 
39-7 34-9 30-5 39-7 
37-7 34-2 34-5 30.5 
38.9 360.6 35.1 39-3 
41.6 36.6 37.8 38.2 
38.0 34.4 34.4 36.0 
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BANKING STATISTICS 115 
Banking Trends over Thirty Years* 
‘“ Risk ”’ Assets 
Liquid Assets 
Net Invest- Combined 
Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: £mn. {mn. A {mn. {mn. %, 
1921 1,759 680 35 - 325 833 64 
| 1922 1,727 655 37 —_ 301 750 04 
1923 1,625 5381 35 == 350 701 67 
1924 1,618 545 33 = 341 808 69 
1925 1,610 539 32 — 286 856 69 
192 ea 1,615 532 32 —~ 265 892 70 
1927 - 1,661 553 32 — 254 928 69 
1928 1,711 584 33 —e 254 948 68 
1929 1,745 505 3° —_ 257 991 69 
1930 1,751 596 33 — 258 963 68 
} =: 1931 1,715 560 32 — 301 919 69 
1932 1,745 Or! 34 - 345 344 7 
1933 1,909 665 34 537 759 60 
1934 1,334 57 31 560 753 70 
1935 [,951 623 31 — O15 769 09 
1930 2,088 692 2 - OI4 839 68 
1936 2,160 713 2 643 865 68 
1937 2,225 083 30 052 954 7O 
1935 2,218 672 30 037 976 71 
1939 2,181 645 29 608 eres! 71 
1940 2,419 735 31 73 606 955 05 
1941 2,863 676 2 495 894 858 59 
1942 3,159 712 22 042 1,069 797 57 
1943 35554 72 20 1,002 1,147 747 é 
1944 4,022 788 19 1,337 1,105 750 40 
1945 4,551 886 19 1,811 1,156 768 41 
1946 4,932 1,280 25 1,492 1,345 888 44 
1947 5,403 1,646 29 1,308 1,474 1,107 40 
1948 5,713 1,703 29 1,284 1,479 1,320 47 
1949 5,772 1,920 32 983 1,505 1,440 49 
1950 5,811 2,345 39 430 1,505 1,603 52 
1951 5,931 2,308 38 247 1,624 1,822 56 
[95I- 
Oct. 5,981 2,423 39.1 77 1,555 1,897 55+7 
Nov 5,973 1,981 2.0 108 2,033 1,925 64.0 
Dec. 6,035 2,100 33.2 102 1,966 1,931 61.5 
1952: 
March 5,685 1,872 31.8 . 1,935 1,946 66.0 
May 5,097 1,944 32.9 1,932 1,891 64.8 
June 5,817 2,100 34.7 1,917 1,860 62.3 
July 5,344 2,175 35.9 1,917 1,823 61.7 
August 5,868 2,205 37-4 1,Qg1dS 1,755 60.7 
Sept. 5,927 2,327 38.0 1,Q21 : 1,748 59.9 
Oct. 5,942 2,120 34.4 2,142 1,747 63.1 
Nov. 5,974 2,162 35.0 2,135 1,744 62.8 
Dec. 6,154 2,327 36.0 —- 2,148 1,749 60.4 
*Ten clearing banks for 1921-35, thereafter eleven; the first, and italicized, line for 1936 
_ adjusts the official figures to exclude the District Bank, and thus helps to join the break in con- 
, tinuity of the series. 
Floating Debt 
Jan. 2c, Dec. 20, Dec. 31, Jan. 10, Jan. 17, 
1952 1952 1952 1953 1953 
Ways and Means Advances : fm. im. fm. fm. fm. 
Bank of England - — 6.8 — — 
Public Departments 277.8 246.5 252.1 249.1 251.7 
| ig Bills : 
ender .. ;, . , : 030.0 3010.0 
eee } ms 4009.3 H7ES-° fe 1569.6 
Treasury deposit receipts .. ; 80.5 — — — — 
4915.8 4974-1 4885.3 $831.4 
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THE BANKER 
National Savings 
(£ millions) 
Savings Savings 
Certi- Defence Savings Certi- Defence Savings 
ticates Bonds Banks Total ficates Bonds Banks Total 
(net) (net) (net) Small (met) (net) (net) Small 
1948 ID 1. - 2.3 - 31.2 13.7 - 19.8 1951 Jan. -1.5 - 2.0 15.0 11,5 TI 
os 1s = 4-5 - 20.3 6.4 — 18.4 Feb. 19.3 2.1 -— 5.9 15.5 ment 
-» -—7.2- 5.8 8.3 - 4.7 Mar. .. 9.7 3.8 - 5.8 7.7 latec 
April .. 7.7 - *&2 - ta 6.1 vear 
1949 IT... 7.3 - 1.4 e223 58.1 May .. 2.7 — 9.0 14.7 — 12,1 ~ On 
II .. -1.5- 0.4 8.6 6.7 June .. 4.9 0.2 -12.8 — 2 increé 
II .. —~7.6— 4.8 - 2.7 - 15.1! July .. 1.2 - 0.7 —16.8 —- 16.3 § wher 
IV .. —-8.9- 5.1 - 3.2 - 17.2 Aug. .. -0.5- §.1 -— 4.0 — 10.2 Ban] 
Sept. - 0.3 - 4.5 9.9 5.7 vear 
[g50 I... - §.54 - @.i 30.0 22.U = — = 7+3 apie - 6.0 TI 
II -~10.9 - 9.6 be ~ tact indi ia 2 SF 3.8 =- 224 in tl 
III .. -13.60- 7.5 —- 2.4 -— 23.5 . om: cri 3.4 “ey +8 = Sg pani 
Ww .. aBab~ 94~ 23 ~0ee 1952 Jan. o.2—- 4.0 7~§ 3.4 the 
ota Ls aay fy 2.3 - 3.3 thin 
Mar. .. 3-7 — 15.9 5-5 - 6, eee 
1951 I 27-5 3.9 3-3 34-7 April... - 2.6- 7 5-4 - : — 
I] 1s 2 a iio aud 8 Oo - [ a } = " ie { 5+4 4-3 : pont 
ee a ' nee D+ / Mav .. -— 3.8 — 11.6 5.0 — 21.0 the 
Ill... 1.0 — 10.3-— 11.5 — 20.8 et “aig . So 3 o 
: - june .. 1.5 7.2 —4.2-12.9 § fla 
[\ _ oO ! 3 oe oe :.®@ 22.5 July - — 18 wn a mn , 
July .. 3.97 - 7.9 =-18.3 — 20.3 duri 
Aug... - 0.9 - 10.2 - 3.1 - [4.2 app 
1952 | _ 5.6 2764 15.3 0.3 sept. — o.3 0.6 ~ 2.5 9.2 a 
il - 7-9 25.9 - 4.4 38.2 Oct. .. 2.9 1.0 2.0 5.9 1957 
L1I . Pe5S — IL.3 ~4-9 — 34-7 NOV. .. 2.6—- 2.5 ~§.0—- 4.6 a 
1\ - 7.0 -— 3.2 34.5 — 30.1 | Dec. 1.9 —- 2.1% —30.9 — 31.1 in tl 
— , mer: 
Britain’s Gold and Dollar Reserves es 
is 
Millions of U.S. dollars) | not 
Net Financed by : Reserves — ™Or 
Deficit ~ --------——---- atendof § tot 
Years and U.S. and Purchases S. African Change Period ae 
Quarters Canadian from Gold American in oi t 
Credits I.M.F. Loan Aid Reserves | well 
1946 - .. —~ go8 1123 . on + 220 2696 cont 
1947 -4 ..  —4131 3273 240 -- - 618 2079 | Cast 
1948 ba .. -I71I0 352 128 325 682 — 22 1856 
1949 - .. 1532 116 52 L196 — 168 1688 Q 
1950 . - L805 45 . 762 +-I1612 3300 iner 
1951 - i. 1164 - 199 - 965 2335 to « 
1952 .* - O17 428 489 1846 ope: 
1952: I re 
I - - 630 - 035 1700 had 
. our 
April - — 63 25 - 38 1662 | ties 
May - 12 = 05 . SI - 16 1678 inte 
June oe .. —- 88 . 95 +. 7 1685 seve 
se eatin —ecinenianeene wnienane wit! 
I] - .. — 216 201 _ 15 1685 rece 
caaneaa mene : fron anne nanneens ree sec 
July - .. = 30 61 + 31 1716 dat 
August - - 59 45 - 44 1672 J 
September .. - Ig 27 + 13 1685 effi 
a cians iliasiendstiainit a Gor 
[I] . 4a 133 : 133 — 1685 pric 
| ~~ —— ——— ae Jur 
October .. ies 47 : 35 4+ 82 1767 the 
November .. + IOL 27 + 128 1895 car’ 
December. . .. - 80 31 —~ 49 1846 hay 
——— “ . on an —— exy 
IV... .. + 68 93 -_ 161 1846 bus 

















BARCLAYS BANK LIMITED 





The Country’s Problems 





Mr. A. W. Tuke’s Views 





HE annual general meeting of Barclays 
Bank Limited will be held on February 11 
in London. 

The following are extracts from the state- 

ment by the chairman, Mr. A. W. Tuke, circu- 
lated with the report and accounts for the 
year 1952:— 
~ Our Deposits, at £1,318,000,000, show an 
increase of £34,000,000, which is surprising 
when we consider the influences to which 
Bank credit has been subjected during the past 
year. 
_ The rather rapid increase in Bank Deposits 
in the latter part of the year has been accom- 
panied by a marked fall month by month in 
the total of Bank Advances, which, if other 
things had been equal, might have _ been 
expected to be counterbalanced by a corres- 
ponding reduction in Deposits. In so far as 
the volume of Deposits is a measure of the 
inflation present in our economy, the trend 
during the year must be regarded as dis- 
appointing, but we should reserve final judg- 
ment until we can compare March and April, 
1953, with March and April, 1952. 

The banks may, I think, fairly claim that 
in the matter of their advances to their custo- 
mers the contraction of credit has proceeded 
in an orderly and satisfactory manner, and 
this is primarily because the borrowers have 
not needed or wished to borrow so much 
money. The banks may also draw attention 
to the fact that, in this case, there has been 
no reversal of this process in the second half 
of the year. The quality of our advances is 
well maintained, in spite of the more difficult 
conditions being experienced by many of our 
customers. 

Investments 

Our investments at /£459,000,000 show an 
increase of £44,000,co0, which is due entirely 
to our participation in the short-term funding 
operation which took place in October last. 
I referred a year ago to the heavy fall which 
had then taken place in the market price of 
our investments in British Government securi- 
ties, and to the consequent pressure on our 
internal reserves, which was for the time being 
severe, even though we were able to estimate 
with certainty that the provision would all be 
recovered, on the assumption that we held the 
securities until their various fixed redemption 
dates. 

In the first half of the past year, when the 
efficacy of the remedies introduced by the new 
Government had yet to be proved, market 
prices continued to be very volatile, and at 
June 30 last another gap had appeared between 
these prices and our book values. After giving 
careful consideration to this situation, and 
having regard especially to their confident 
expectation that in the ordinary course of 
business not only the amount represented by 


this fall but most if not all of the sums pre- 
viously set aside would be recovered, your 
directors decided that there should be no 
further depletion of the contingency account, 
nor any transfer from reserve fund to cover 
the difference then existing. These invest- 
ments were therefore entered in the published 
statement of accounts as at June 30 at their 
book value, which was very substantially 
below both cost and eventual redemption value, 
and the amount of the market price was set 
out in a footnote. 

Since June 30 there has been a distinct 
recovery in market prices and at the end of the 
year there was once again a net surplus above 
our book price. Having, however, adopted a 
new method of presentation we _ propose to 
adhere to it, and stockholders will therefore 
find the investments in British Government 
securities included at a figure which is under 
cost and below redemption value, to which 
in view of the recent change we have added a 
note to the effect that the market price exceeds 
the balance-sheet valuation. 

It will be readily understood that higher 
rates of interest, although they operate on 
both sides of the account, tend to provide us 
with rather wider margins of gross profit, but 
not to the extent that some people appear to 
suppose. 

We are able to set aside the same amount 
as last year, namely, £1,000,00c, which on this 
occasion we have credited to Reserve Fund, 
and to recommend dividends on our various 
stocks at the same rates as before. We have 
also found it possible to transfer a further 
£1,000,000 to Reserve Fund from Contingency 
Account, with the result that that Fund now 
stands at a figure almost equal to our issued 
capital. 


Essentials for Increased Exports 

Having during the last few months ap- 
proached by great effort a condition of equili- 
brium, we in this country are now in a position 
to take a longer view; to consider what are the 
prospects of a gradual increase of exports 
which, after allowing for the rebuilding of our 
reserves of gold and dollars, would justifv a 
gradual relaxation of restrictions on imports. 
In the process we are discovering once again 
how much longer it takes to clear up a mess 
than it took to make it; how fatally easy it is 
for Governments, as for individuals, to slide 
downhill by committing no worse crime than 
spending money on objects in themselves 
harmless or even desirable, without considering 
where the money to pay for them is to be 
found, and whether the taking of it may not 
do harm much greater than the harm which it 
is intended to cure. 

Increasing our exports involves our pro- 
ducing more goods which the foreigner wishes 











to buy at prices which he is willing to pay. 
This is in any case a difficult proposition when 
the world is no longer in a sellers’ market, and 
the prospect is not made any brighter by the 
likelihood, indeed the certainty, of increased 
competition from Germany and Japan, who 
are sure for different reasons soon to be for- 
midable competitors in many of our export 
markets—-Germany because she works so hard 
and Japan because she works so cheaply. 


Our Changed Position 

The fundamentals of our problem can per- 
haps best be understood if we compare the 
position of this country in the present decade 
with its position in the last decade of the last 
century. At that time we had built up a pre- 
dominant position in world trade, and we were 
therefore also the world’s creditor. Our popu- 
lation was nearly 40 millions, having increased 
from 10 millions at the beginning of the 
century. We were able to buy abroad freely; 
we were working under a system of free trade 
which is, or used to be, regarded as the natural 
policy of a creditor nation; and the general 
standard of living, while it was not high 
according to present-day ideas, was, never- 
theless, high in relation to other nations of the 
world at the time. Taxation was insignificant 
and wealth was accumulating rapidly in the 
hands of ever-widening numbers of our people. 
A large part of these savings was employed in 
investment overseas, which is the traditional 
and proper function of a creditor nation, and 
all the time we were spending more and more 
on imported goods, thus improving the stan- 


dard of living of our rapidly increasing 
population. 
Events since 1914 
What had happened since 1914 is well 
known. We have twice spent our blood and 
our accumulated foreign assets in fighting 
unavoidable wars; the United States of 


America has become an increasingly powerful 
competitor; and other countries to whom we 
used to sell manufactured goods have become 
more and more disposed to rely on their own 
growing industrial capacity. Meanwhile, 
largely owing to the rapid advance of medical 
science, our population has increased to about 
50 millions; and while we all rejoice in the 
fact that so many lives are now saved which 
would otherwise have been lost, this has aggra- 
vated the problem from a purely economic 
point of view. Let us remember that our 
population per square mile is greater than 
that of India or China. It is ten times greater 
than that of the United States. Indeed, if that 
country had as great a density as Great 
Britain, it would contain almost as many 
people as there are now in the whole world. 

Another complicating factor is the increasing 
desire throughout the world for political inde- 
pendence, because from an economic stand- 
point closer and closer union is essential to the 
general prosperity of the world; but economic 
union is very difficult to achieve without 
political union. Economic prosperity seems 
to demand a union which is repugnant to the 
political or national prejudices of the peoples 
concerned. If, as I believe, these two con- 


XXXVI 





Hicting principles are irreconcilable, is there 
any way ef avoiding the dilemma ? 

Responsibilities of Creditor Nations 

The industrial and financial strength of 
America to-day is such that, almost inevitably, 
the debtor nations of the world look to her for 
a lead in solving their problems. I think that 
all will agree that the time has now come for 
the assistance of America and others to be given 
on business terms, if it is given at all. It is 
encouraging to find, in many influential quarters 
of the United States, that Mr. Butler’s apposite 
phrase, ‘‘ trade, not aid ’’, with all its implica- 
tions for American trade policy, has found 
approval. 

Moreover, the United States and other credi- 
tor nations could, if they had the necessary 
confidence, invest large sums in the develop- 
ment of the backward areas of the world, a 
proportion of which lie in the sterling area. 
Here, naturally, the primary responsibility for 
financing development rests upon this country. 
In the years since the war, in spite of the 
great difficulties with which we have had to 
contend, we have invested large sums in the 
Dominions and Colonies, and we have no 
intention of abdicating our responsibilities in 
this respect. 


Finance for Development 

The recent announcement, at the end of the 
Commonwealth Conference, that a new com- 
pany is to be formed under the auspices of 
private enterprise, to finance development in 
the Commonwealth, is of the greatest interest 
for this purpose, and the project deserves the 
widest support. Its counterpart already exists 
for the Colonial Empire in the form of the 
Colonial Development Corporation, with the 
important difference that the latter, about 
whose career to date the best that can be said 
is that it has been chequered, is entirely owned 
and controlled by the Government. We in the 
Barclay’s Group of Banks can say with some 
pride that we made our own small contribu- 
tion to the solution of this particular problem 
when in 1946 we formed Barclays Overseas 
Development Corporation Limited, which has 
just paid its maiden dividend. 

But when we have put out our best effort 
much will still remain to be done. If investors 
in the United States and in other creditor 
countries were enabled to take an interest in 
the expansion of these territories, which still 
have so much to offer as a reward to an enter- 
prising pioneer, that in itself would go a long 
way towards solving the immediate dollar 
problem. 

I realise that a debtor is apt to be misunder- 
stood if he tries to tell his creditor where his 
duty or his interest lies, and it goes without 
saying that the debtor must not imagine that 
he can sit back and take his ease while his 
creditor gets him out of his difficulties. But 
it seems to me that, unless some solution such 
as I have described is found within the next 
few years, economic factors, in fact the threat 
of starvation, will eventually compel the 
various nations to give up their national pre- 
judices. Everyone will find this difficult, and 


no one more so than an Englishman. 
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Anthony William Tuke, Chairman. 
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General Managers: 
G. F. Lewis. R. G. Thornton, J. D. Cowen, E. Brimelow. 


Statement of Accounts, 31st December, 1952 


LIABILITIES 
£ 

Current, Deposit and other Accounts............... 1,318,416,271 
Acceptances, Guarantees, Indemnities, etc., for 

account of customers........................5- 90,269,547 
PI si isnscesccacannsehsntigsinasiearevncouss 15,858,217 
UN i is as og sales wae eedannens 15,750,000 

ASSETS 

Cash in hand and with the Bank of England...... 112,910,458 
Balances with other British Banks and Cheques 

in course of collection........................... 57,891,916 
Money at Cali and Short Notice..................... $4,653,800 
I ane eRe ee 274,037,969 
I a ie a di labels caainks 458,930,134 
Advances to customers and other Accounts...... 337,789,066 
Investments in Subsidiaries :— 

The British Linen Bank........................ 3,426,098 

Se I ss ons caxesideedecsnaawke _ 9,063,533 
Other Trade Investments.............................. 1,788,670 
Bank Premises and adjoining Properties......... 9,230,384 
Customers’ Liability for Acceptances, Guarantees, 

I ik eae eats 50,269,547 


HEAD OFFICE : 
294 LOMBARD STREET, LONDON, E.C.3 
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LLOYDS BANK 


A Year of Limited Progress 


Lord Balfour of Burleigh’s Statement 


HE annual general meeting of Lloyds 
Bank Limited will be held on February 13 
in London. 

In his statement accompanying the report 
and balance sheet the Chairman, The Rt. Hon. 
Lord Balfour of Burleigh, 1D.C.L., D.L., states 
that the profit for 1952 is 4148,807 higher at 
£1,904,0065. Increased earnings have been to 
an appreciable extent offset by higher running 
expenses and by the increase in the rate of 
interest allowed on deposits. In view of the 
uncertain economic outlook and the wide 
fluctuations which we have experienced in the 
gilt-edged market, it has been considered 
desirable and prudent to strengthen’ the 
external reserves of the Bank. A sum of 
fj,200,000 has therefore been allocated to 
General Reserve which, together with the 
Share Premium Account, will make the total 
Reserve Fund £16,000,coo. Current, Deposit 
and other Accounts at £1,169 millions show a 
reduction of less than ¢2 millions. 

Loans and Advances have decreased by £32 
millions, substantial increases in advances to 
many industries essential to the well-being of 
the community having been more than con- 
siderably offset by reductions in other direc- 
tions. With its large agricultural connections 
throughout the country, the Bank has been 
attording generous assistance to farmers and 
to agriculture’s ancillary industries. 


Important Ground Gained 


Recalling the critical state of our affairs a 
year ago, Lord Balfour of Burleigh observes, 
we must be thankful for the progress made 
during 1952. Important ground has_ been 
gained and there is, moreover, no sign of its 
being lost again in the immediate future. 
So far, so good. Regarded in other lights the 
picture is less pleasing. One could say with 
equal truth that the shrunken remnant of our 
gold reserve is wholly inadequate to enable the 
pound sterling to perform its proper function 
as a world currency—inadequate even for 
safety if the tide should once more turn 
against us. Two figures provide a yardstick 
for the extent of the recovery to date. Sterling 
area gold reserves touched bottom in April at 
a figure of $1,662 millions: our losses in the 
preceding ten months were $2,205 millions. 
By the end of the year we had regained, after 
meeting the payments on our American and 
Canadian debts, no more than $184 millions. 

More important is the question whether 
even this limited progress rests upon a secure 
foundation. Unfortunately, the evidence 


Suggests that in the recovery of the past year 
jay t) Jarge a part has been played by purely 
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stop-gap expedients and a tavourable change 
in world conditions, far too little by funda- 
mental changes of policy. 

There can be no doubt, to my mind, that 
the raising of Bank rate dealt a psychological 
shock to the domestic public that could not 
have been administered halt so effectively in 
any other way. This alone helped to dissipate 
a great deal of inflationary froth, damped 
down the demand tor bank accommodation for 
the less essential purposes, and so made it far 
easier for the banks to restrict its supply. 
Moreover, this move convinced overseas 
opinion as nothing else could have done of the 
new Government’s determination to put our 
financial house in order, and so helped to break 
the speculative movement against sterling in 
world markets. 

The most important aspect of the November, 
1951, decisions is that for the first time for 
many years the authorities once again possessed 
the technical means of reducing the supply oi 
money. In the event, their new powers have 
not as yet been used to that end. 

A great dea] of the good done by monetary 
policy has so far been undone by Government 
spending. The largest single factor respon- 
sible for the renewed expansion of bank 
deposits in recent months was clearly the dis- 
turbingly large over-all deficit during the first 
three-quarters of the financial year. There can 
be no hope of keeping a tight rein on the supply 
of money unless the Government is able to keep 
its own finances in order. If the new monetary 
policy is to fulfil its purpose, it requires the 
support of a strong budgetary policy; yet it 
will be much more difficult this year to produce 
a balanced budget. 

There is much force in the paradox that 
nothing is so inflationary as disinflation. With 
personal savings dwindling to the point to 
extinction, the country’s finances have come of 
depend more and more upon the abnormally 
high—if largely fictitious—company profits 
which are a feature of inflation; and the 
taxable company profits which are to provide 
the basis of future revenue have fallen sharply 
—so sharply that the Excess Profits Levy may 
not possess even the merit of producing 
revenue. Moreover, a check to the growth oi 
personal money incomes, especially if it is 


accompanied by a rise in the prices of necessi- 


ties, is likely to reduce the yield not only oi 
income tax and surtax, but also of the excise 
duties. 

To negotiate the transition from inflation to 
stability is thus remarkably difficult; the 
mechanism of inflation embodies, as it were, 


a thermostatic control to ensure that as soon 
as the temperature begins to fall fresh fuel 


will be added to the flames in the form of a 














budget deficit. In the light of this fact, it is 
difficult to understand the prevailing anxiety 
that even the most restrained attempts at 
restoring financial balance will result in a 
deflationary cataclysm. The truth is rather 
that half-measures are doomed to failure from 
the outset, that only a firm grasping of the 
nettle will do the trick. 


The Chancellor’s Task 

By general consent, major changes in the 
pattern of industry are still needed if this 
country is to earn its living in the post-war 
world. Yet throughout the post-war period 
the requisite flexibility has been impeded rather 
than encouraged by official policies. Our 
greatest need is to speed up the production of 
those capital goods—mainly engineering pro- 
ducts—so urgently required both for export 
and for the modernisation of our own factories. 
To promote the necessary shift of resources 
and to create the necessary saving are therefore 
the supreme tasks of financial policy at this 
juncture. 

[In a country which still spends nearly three 
times as much on drink, tobacco and amuse- 
ments as on rent, it is absurd to suggest that 
the mass of the people would suffer real hard- 
ship if they had to pay more as consumers for 
various benefits now provided “ free’’ or at 
subsidised prices, and paid Jess for them as 
taxpayers. 

Drastic economies—and they must be drastic 

are a prior condition of any lightening of the 
load of taxation. It is equally clear that pro- 
ductive industry has the prior claim to any 
tax concessions «which are thereby made 
possible. So far as personal incomes are con- 
cerned, relief from taxation must come mainly 
from a reduction in public expenditure, though 
in addition it should be possible to devise con- 
cessions that would promote additional saving 
rather than additional spending. 


Inflationary Symptoms 

There was a perceptible slackening of infla- 
tionary pressures during the spring and sum- 
mer. In the later months of the year, however, 
the picture was rather different. Consumer 
expenditure seems to be running at fully the 
same level as a year ago, the consumer trades 
are picking up again and manpower is moving 
back into the same employments from which 
it was released earlier in the year. 

The thesis that inflation has now been 
definitely mastered cannot be squared with 
some other features of the situation, such as 
the severe limitation of imports, the forcible 
diversion of goods to the export market, the 
long delays still imposed on some of our over- 
seas customers. Most significant of all is the 
admitted fact that a wages spiral is still a real 
danger. So long as that is true, the country 
must indeed feel great thankfulness for the 
restraint and deep sense of responsibility 
exhibited by the leaders of the Trade Union 
movement. That such restraint is necessary, 


however, is itself proof of the persistence of 

inflation. . 
A real policy of disinflation is still the central 

need if we are to put our economy in proper 
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which cannot be solved by our own efforts 
alone. For Britain and for the world at large, 
no task can be more urgent than to rebuild the 
exchange reserves of the sterling area as a 
prelude to the restoration of convertibility, 
and for this a capital operation of some kind 
is indispensable. 

There is no reason to doubt that the recent 
Commonwealth Conference reached agreement 
upon a constructive and realistic programme, 
even if the whole of that programme could not, 
for obvious reasons, be made public. Measures 
such as the stimulation of investment in dollar- 
saving and dollar-earning projects must clearly 
take some considerable time to achieve results, 
more especially if the pace of such development 
were conditioned by the supply of savings 
within the Commonwealth itself. If progress 
towards freedom of trade and currencies were 
dependent on such measures alone, it 1s more 
than likely that for years to come the growth 
of world trade would be fettered and the free 
world become hopelessly divided into a hard 
and a soft currency area, with mounting 
barriers and mounting friction between them. 
The vicious circle can be broken only with the 
co-operation of our friends in the United States. 

Fortunately, it has been placed beyond 
doubt that the decisions taken at the Con- 
ference were not such as to pile up obstacles 
in the way of that co-operation. The funda- 
mental] objective, it has been reaffirmed in no 
uncertain terms, is to ensure that the Common- 
wealth can pay its way, under competitive 
conditions, in a multilateral trade and pay- 
ments system covering the widest possible 
area. The aim is independence, not autarky; 
it is to create the conditions in which dis- 
criminatory restrictions on trade can _ be 
removed at the earliest possible moment, not 
to perpetuate discrimination as the essential 
basis of our long-term policy. 


Essentials for Prosperity 

Our vital need now is to rebuild our financial 
and economic strength so that we may with 
certainty pay our way abroad and earn our 
keep, and that can only be through increased 
and more efficient production of the right 
things. 

But as long as our solvency is menaced by 
excessive expenditure, as long as our industry 
is strangled and incentive choked by over- 
taxation, and as long as our people remain 
unaware that they are now sacrificing the 
future to the present, so long will our standard 
of living, including the maintenance of our 
social services, continue to be in mortal 
danger. 

‘For future prosperity’’, Lord Balfour of 
Burleigh concludes, “some painful decisions 
are now necessary. The question is whether 
modern democratic party leaders dare have 
the strength of purpose to take them. I am 
optimistic enough to believe that the sound 
sense of the British people would accept any 
required temporary sacrifice the necessity for 
which they could be made to understand. And 
only so can our country’s future be made 
secure.” 






shape, but there will still remain one problem 
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MIDLAND BANK LIMITED 





Assessment of Britain’s Economic Progress 





Greater Flow of New Industrial Capital Urgently Required 





Lord Harlech on Source of Underlying Strain in National Economy 





HE one hundred and seventeenth annual 

general meeting of Midland Bank, Ltd., 

will be held on February 17 at the Head 
Office, Poultry, London, E.C. 

The following is an extract from the state- 
ment by the chairman, the Rt. Hon. Lord 
Harlech, K.G., P.C., G.C.M.G., on the report 
of directors and balance-sheet for the year to 
December 31, 1952:— 

The Statement begins with an account of 
steps taken within the Bank to ensure the 
maintenance of effective methods of staff 
recruitment, training and selection for promo- 
tion, and continues: 


The success of the efforts of management and 
staff is only partly reflected in the fact that, 
despite the difficulties and uncertainties of 
the times and the heavy incubus of distributed 
profits tax, our net profit is maintained at a 
level which permits the payment of the regular 
dividend and enables us to apply further sums 
to strengthening the financial position of the 
bank in the interests of depositors, shareholders 
and staff. Taxation continues to draw off a 
large part of our current profits, but—despite 
ill-informed comments on the effect upon the 
banks’ earning power of the rise in interest 
rates generally—we have incurred no liability 
for Excess Profits Levy. 

Our large overseas business is maintained 
at a high level, though the growth of interna- 
tional trade, in the settlement of which the 
services of London banks are so widely used, 
has been checked during the past year by 
import restrictions in various countries, and 
foreign deposits have declined. We continue 
to maintain close contact with many banks 
abroad, largely by means of personal visits, 
and it is noticeable that the reports brought 
back recently by our representatives all testify 
to increasing confidence in the pound sterling 
and an undiminished desire that sterling shall 
once again be established as a full international 
currency possessing all the attributes required 
for that position. 


Valuation of Investments 

One item among the assets calls for ex- 
tended comment. Investments, consisting of 
British Government or British Government- 
guaranteed securities, stand in the balance- 
sheet at £447m., the increase over the year 
being due to our taking up a share of the 
additional issue of Serial Funding stock in 
October last. It will be observed that the 
basis of valuation is different from that used 
over many years until 1951, and that a note 
is inserted to indicate the relationship between 
book value and market value at the date of 
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the balance-sheet. For many years previously, 
investments had been entered at figures never 
exceeding the market valuation, and it is 
important that the reasons for the change of 
accounting practice, which was first made in 
our half-yearly statement for June 30 last, 
should be clearly understood. 

For well over five years to the middle of 
1952 the trend of stock exchange prices of 
British Government securities had been down- 
ward. It is a striking fact, by way of illustra- 
tion, that whereas over the five and a half years 
to the middle of 1952 the nominal amount of 
British Government securities quoted on the 
Stock Exchange increased by more than 26 
per cent., the aggregate market value thereof, 
on the basis of recorded prices, actually de- 
clined by about 2 per cent. Put in another 
way, while the total volume of securities grew 
by more than 43,400m., its aggregate market 
value diminished by nearly {300m. Among 
the reasons contributing to this long-term 
movement are some which have an important 
bearing upon bank policy in respect of the 
composition and valuation of their holdings. 
In the early stages the decline represented a 
natural recession from a level which had been 
attained on a wave that gathered its momen- 
tum from official operations. Thereafter a 
number of new factors can be identified. 

For one thing, industrial undertakings which 
had put ploughed-back profits into Govern- 
ment securities for the time being began to 
realise their holdings as 1t became possible for 
them to devote money to the purposes for 
which it had been reserved, particulariy for 


rebuilding and replacement of plant and 
machinery. For similar purposes, again, public 


authorities and industrial undertakings came 
to make large demands on the capital market 
for new money. As the years went by, more- 
over, and goods became more readily available 
in the shops, private citizens began to draw 
upon their savings—directly and_ indirectly 
invested in Government securities—to replenish 
their wardrobes and improve their homes. 
This process, coupled with very high taxation 
and rising prices, has latterly led to a position 
in which personal savings are no_ longer 
adequate for setting up a continuous demand 
for Government securities. These two in- 
fluences on the flow of saving have clearly not 
been wholly offset by the increasing resort to 
individual life assurance and group pension 
schemes—additional private savings which 
have put props under the price level of Govern- 
ment and other securities. Further, the 
National Insurance Fund provided for several 
years a large surplus of current incomings over 
outgoings which had to be invested in Govern- 
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ment securities. But the surplus thus cur- 
rently arising was severely curtailed by bud- 
setary action in 1951 and must be further 
diminished with a slightly higher level of 
unemployment and the rapidly growing com- 
mitments for retirement pensions. Latterly, 
too, even the “‘ forced saving '’ engendered by 
an overall Budget surplus has ceased. Thus 
for some years past there has been what may 
be called a buyer's market in Government 
securities—a state of affairs in which securities 
coming on the market in the ordinary course, 
for example, by realisation to pay heavy death 
duties, together with a stream of large new 
issues for the development of public under- 
takings, have had an unduly depressing effect 
through the necessity of attracting a reluctant 
or hesitant buyer. With all these and other 
factors working adversely to the maintenance 
of market values for gilt-edged investments, 
the.two rises in Bank rate, in November, 1951, 
and March, 1952, accentuated the downward 
trend. 

In these circumstances the principle became 
more and more clearly emphasised that a bank 
should not be content merely to have its port- 
folio composed wholly of stocks with a definite 
final date of redemption, but that it should 
concentrate its holding more and more upon 
short-dated securities, which by their very 
nature are less susceptible to wide fluctuations 
of market value than are the long-dated or 
‘irredeemable '’ stocks. Analysis of our own 
holding shows the high standard of protection 
achieved through observance of these prin- 
ciples. Thus as much as one-third of the total 
is made up of the Serial Funding stocks which 
mature this year and next and account for 
practically the whole increase in our invest- 
ments in recent years. Altogether, nearly one- 
half of our holding of gilt-edged securities 
finally matures within the next five years, and 
nearly four-fifths within ten years from the end 


of 1952. As mentioned a year ago, we hold 
no securities lacking a fixed final date of 
redemption. 


New Method Adopted 


The course of events and the factors under- 
lying it led also to reconsideration by the banks 
of the method of valuation of securities for 
balance-sheet purposes; but another develop- 
ment threw into clear relief the unsuitability, 
lor modern times, of the former practice. The 
records show that in recent post-war years the 
gilt-edged market has proved to be more 
erratic, more irrational in the _ short-term 
variations of supply and demand, and more 
incalculable in its price fluctuations than it 
formerly was. Further, the return to condi- 
tions in which the fact or the possibility of 
fluctuations in Bank rate had to be reckoned 
with increased the hazards to which any 
substantial holder of gilt-edged investments is 
subjected—hazards which, however, are largely 
irrelevant to the position of a holder until 
maturity. We cannot be sure that this uncer- 
tainty of the market is a passing phase; it is 
traceable largely to factors already mentioned, 
but experts attribute it in part also—to quote 
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one authoritative statement—to a ‘‘ new sen- 
sitivity in private investors,’’ whose relatively 
small but irregular operations, now one way 
and now another, have an effect on prices 
grossly disproportionate to their size. The 
inability of the free market to smooth out 
these fluctuations, as was its natural function 
in times past, results in part from the vast 
expansion of the total volume of Government 
debt, and also from the diminished power of 
jobbers, with capital resources depleted by 
severe taxation, to absorb stock on a falling 
market with the expectation of releasing it 
on any upward turn. All these elements in a 
situation of marked fluidity showed the ab- 
surdity of attaching to a British Government 
security, held by a bank and having a date 
of maturity quite near at hand or only a few 
years ahead, a value for accounting purposes 
fixed by the accident of the ebb and flow of 
stock exchange business on a particular day, 
twice a year—a value determined largely by 
factors almost entirely unrelated to the real 
value of the security in the portfolio of a bank. 

It is difficult to see what practical purpose 
is to be served nowadays by the process of 
writing down, which had been followed for 
many years by tradition and_ established 
accounting practice. The practice had no 
particular harm in it under former conditions, 
but had become unsettling and therefore some- 
thing worse than purposeless under the con- 
ditions now prevailing. More particularly, it 
came to entail heavy drafts, to cover nominal 
losses, on internal reserves which ought to be 
held available to meet, in case of need, far 
more real contingencies. 

It was with all these considerations in mind 
that we decided, in common with other banks, 
to find a method of valuation for balance-sheet 
purposes which, while strictly in accord with 
the spirit and the letter of the law, would avoid 
the disadvantages of the old system and be 
better suited to modern conditions. The 
method adopted has the result of giving the 
public, in fact, more information than before, 
for when—as at June 30 last—the total value 
at which the investments stand in our books is 
above the total computed at market prices on 
the stated date both the figures are plainly 
shown. As already explained, the difference 
between the two totals has little or no signifi- 
cance for the bank as_a healthy, going concern, 
and, by reason of past writing down, the book 
value of the securities is well below the redemp- 
tion value. Nevertheless, it is thought right 
thus to reveal the existence, and the amount, 
of even nominal “ depreciation.’’ If, on the 
other hand, as at the end of 1952, the market 
value should be above book value, then the 
fact will be stated. 


Clean Break from Old System 


[ have thought it proper to set forth this 
ful) explanation of the change in practice, to 
which only one thing need be added. Unlike 
some of the banks which adopted the new 
basis of valuation of investments last June, 
we felt it to be a logical extension of the step 
to refrain from making any allocation, either 











from reserves or from current profits, to writing 
down their book values. It seemed to us that 
a clean break should be made with the old 
system, and that it was more important to 
fortify our inner reserves against real contin- 
gencies than to minimise the difference shown 
between market and book values on a par- 
ticular date. As events turned out, the end of 
June happened to coincide with the lowest level 
of values recorded during the entire year, and 
the book value of our investments on June 30 
was shown to be {13m. above their market 
value; since then, however, the trend has 
been upward, so that in the past six months 
the difference between market and book value 
has been entirely wiped out, without, however, 
altering by one penny the revenue derived 


from the investments or affecting in the 
slightest degree their redemption’ value. 


Recent developments have thus further under- 
lined the objections in both principle and 
practice to valuation on a basis that is more 
accidental] than real. 


Britain’s Economic Progress 


In dealing with the position of the bank I] 
have referred to changes in domestic monetary 
conditions which have been brought about as 
part of the endeavour to remedy weaknesses 
in the national economic situation. Symptoms 
of these weaknesses have been recurrent since 
the war, and a year ago it fell to my pre- 
decessor, when reviewing the course of events 
in 1951, to record ‘‘a disappointing setback,”’ 
traceable to “‘ continuous overstrain of econo- 
mic resources.’’ What was needed, in his 
view, was ‘‘ greater elasticity ‘and’ a general 
slackening of tension in the economic 
system as a whole.”’ 

Bearing in mind this interpretation of our 
difficulties, we may usefully inquire how far 
the weaknesses once again exposed in 1951 
have been overcome. The position now 
reached can perhaps best be assessed by 
bringing together the answers to four direct 
questions of fact on which information is 
readily available for all to see. My four 
questions are these :— 

(1) Has the shrinkage of purchasing power 
of the pound, which has gone on more or less 
continuously since 1939, been arrested ? 

(2) Are the nation’s depleted monetary 
reserves being replenished, and js its standing 
in international economic and financial rela- 
tions being steadily reinforced ? 

(3) Are the people of this country producing 
more and consuming relatively less than they 
were before the “ crisis’”’ of 1951 ? 

(4) Is Britain’s industrial system showing 
greater flexibility than hitherto ? 

No one can yet give an unqualified affirma- 
tive answer to the first question. The pur- 
chasing power of the pound for imported goods 
—particularly raw materials—has increased 
over the year, chiefly owing to the reaction of 
prices from a previously inflated world demand; 
and the effects upon the position of this 
country are mixed, for while cheaper materials 
make for lower costs they also reduce the 
buying power of important overseas markets. 
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Lower raw material costs, moreover, have not 
been fully reflected in prices of finished goods, 
Indeed, the purchasing power of the pound in 
the hands of the consumer has not, on the face 
of the figures, shown any improvement. The 
shrinkage over the past year, however, is 
largely the result of definite policy in the cur. 
tailment of the food subsidies. In general it 
may be said that factors of more or less 
universal operation have favoured an improve- 
ment in the purchasing power of the pound, 
but there is little sign so far that domestic 
factors, within our own power to shape and 
control, have worked in the same direction. 
On the contrary, the course of wage rates 
suggests that there is still a danger of further 
cost inflation, while some aspects of our tax 
system—particularly the excess profits levy— 
are discouraging to economy in both produc- 
tion and distribution. Against this factor 
must be recorded a shrinkage of profits in 
several categories of business—a development 
which, within limits, exerts pressure towards 
higher-standards of efficiency and may increase 
the effectiveness of the official monetary policy 
as now expressed in higher interest rates. On 
the whole it cannot yet be said that the course 
of the pound sterling, judged by its purchasing 
power, has been brought decisively under 
control. 

On the second question the figures speak for 
themselves. The drain on gold and dollar 
reserves appears to have been arrested, and 
stocks of some commodities have been re- 
plenished; there has been a favourable turn 
in Britain’s relations with the European Pay- 
ments Union; the balance of payments for the 
first half of the year showed a small surplus 
on the current account; and the excess value 
of merchandise imports, as recorded, over 
exports has been diminishing. On the other 
hand, the restoration of reserves to a level 
adequate to the needs of a fully convertible 
pound sterling is still not in sight. The expan- 
sion of exports to dollar markets is lagging 
behind requirements, and in many markets 
exporters are meeting added difficulties, both 
by way of restrictions on total demand and in 
the form. of more intense international com- 
petition for the available orders. Unless we 
can expect developments from the recent 
Commonwealth Economic Conference and 
from subsequent talks with the new United 
States administration, it seems that there is 
still some way to go before the pound sterling 
can be secure in standing on its own feet, in 
international relations, on the lasting founda- 
tion of ‘‘ trade, not aid.”’ 

To the third question, again, no plain Yes 
or Nocan be given. It is true that in important 
branches of industry, notably iron and steel 
and some of the non-ferrous metals, a welcome 
rise in output has been recorded; but indus- 
trial production as a whole has been somewhat 
lower than in 1951. A slight diminution has 
been noted also in the total volume of con- 
sumption of goods and services, but it seems 
unlikely that the margin available for other 
purposes—explicitly for rearmament and new 
capital construction—can have been enlarged, 
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especially since the excess of imports over 
exports, visible and invisible, Has been removed 
during the past year. 

Under the fourth heading some progress has 
been made. Within the total working popula- 
tion a moderate shift has taken place towards 
industries of highest national importance, 
particularly the metal trades and engineering, 
while the turnover of workers in those indus- 
tries has declined. Stocks of many materials, 
moreover, are now at a higher level for an 
orderly movement of manufacture, and we 
hear less than in the past of checks imposed on 
production by delay in delivery of parts and 
components. Many of the physical controls 
over supplies of materials have, happily, been 
lifted, and altogether the impression is of the 
more flexible system doing its job with rather 
less strain and irregularity. 

Nevertheless, there is still too much evidence 
remaining of the condition to which attention 
has been called again and again since the war 
—namely, that as a nation we are making 
demands on our basic resources—for current 
consumption, rearmament, capital construc- 
tion and restoration of monetary reserves— 
which collectively are too large to be met in 
full by production at the present level. Thus 
the choice still confronts us, only less obsti- 
nately than at earlier stages in the post-war 
period: either to expand production by added 
achievements in industrial efficiency or to 
curtail consumption and new capital invest- 
ment, whether public or private. To some 
extent, improvements in efficiency may still 
be brought about with the manpower and 
equipment already available. But to keep 
fully abreast of needs and take advantage of 
new technological advances, and to secure a 
competitive position in international trade, a 
greater flow of new industrial capital is urgently 


required. We are brought back to the source 
of the underlying strain in our national 


economy—namely, persistent over-consump- 
tion in relation to real resources, reflected in 
over-taxation and inadequate saving and in- 
sufficient investment in productive enterprise. 
Long-term World Problems 

The course of events in this country, punc- 
tuated as it has been by recurrent crises, 
suggests that it is not wholly the outcome of 
disturbances resulting from the war. The 
problem of bringing the country’s external 
account into a firmly grounded balance, with 
something over for investment abroad, was 
with us even before the war, though it has 
since been rendered more intractable by the 
change in Britain’s international capital status. 
The domestic situation, too, has for some years 
been marked by increased rigidity which has 
obstructed adaptation of our economic system 
to rapidly changing circumstances. 

As one observes economic trends in other 
parts of the world it is not difficult to discover, 
beneath the many superficial differences of 
experience, the operation of similar forces 
adding to the difficulties of the situation. 
Even allowing for the immediacy of our present 
troubles, no excuse is needed for reminding 


ourselves from time to time of long-term 
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problems which must be dealt with if real 
progress is to be secured; for unless they are 
overcome we shall be unable to escape from 
the recurrence of emergencies. Only to some 
extent can these problems be dealt with by 
international action; to a larger extent they 
call for treatment in a manner appropriate to 
their local and national manifestations: but 
either way the first step is to see them in clear 
outline. There are, I believe, two basic prob- 
lems well-nigh universal in their range, to 
which constant attention will have to be given 
over the next generation. I might call them 
the problems of monetary stability and 
of a continuing flow of capital into new 
development. 

The first of these tasks, calling for all the 
ingenuity that can be mustered in the field of 
monetary policy and mechanics, is to work 
out means whereby currencies can be safe- 
guarded against further depreciation, with all 
that that process entails by way of disturbance 
of contractual relations, falsification of effective 
social provisions and the erosion of fixed 
capital assets. The second, closely associated, 
task is to find ways of ensuring a sufficient 
flow of capital, from real savings, to finance 
new economic development and social im- 
provement on a scale to match the needs of 
our age. The close relationship between these 
two problems is clear. To mention just one 
of the more obvious connections, currency 
depreciation is a powerful deterrent to per- 
sonal saving, which undermines the will and 
the desire to save. To round the circle, a 
shortage of saving at a time when large new 
capital expenditure is needed is a certain 
generator of inflation, and therefore of the 
very process that frustrates the maintenance 
of adequate saving for investment. 

Large-scale Risk Capital Requirement 

We are sometimes led, through concentra- 
tion upon the difficulties of our own country, to 
assume that these problems are peculiar to 
ourselves. On the currency problem, a glance 
at the statistics for almost any country in 
Europe, the Americas and the sterling area 
shows a more or less continuous decline, since 
the war, in the purchasing power of money in 
the hands of the consumer or the investor of 
new capital. As for the other problem, we are 
familiar enough with the heavy demands for 
projected capital owtlay over coming years by 
public authorities, for housing, schools and 
other social requirements, as well as by basic 
industries like coal, electricity, transport and 
steel. It is evident, too, that if we are to hold 
our place in an actively competitive world and 
maintain even our present standards of living 
we shall need large-scale capital investment in 
new industrial enterprise as well as in the 
increased production of food and raw materials. 
It is equally true that enormous capital require- 
ments are foreseen for almost every advanced 
economy that can be named, ranging from 
countries, like Germany, of acute capital 
shortage to countries like Canada where new 
developments, both of primary production and 
industrial capacity, are following in swift suc- 
cession. Even in the United States, with its 














unparalleled resources, complaints are heard of 
an actual or prospective deficiency of new risk 
capital. This, however, is only a part of the 
story, for there are large areas of the world 
which for many years to come will be unable to 
provide local resources for capital development 
required both for their own needs and for the 
continued economic welfare of capital-creating 
countries. The necessity of providing resources 
ior raising standards of living and expanding 
productive capacity in under-developed terri- 
tories such as Africa has been a prominent 
topic of discussion on both national and inter- 
national planes in recent years. Our own 
country’s special responsibilities are one 
element in this problem; the steps taken by 
the United States Government under its 
‘point [VY programme "' are inspired by recog- 
nition of wider international concern; and 
bodies like the United Nations Economic and 
Social Council and the International Bank for 
Reconstruction and Development have partici- 
pated in the framing and launching of a number 
of projects. The Colombo plan, with its 
schedule of basic capital investment estimated 
to cost well over {1,800m. within about six 
vears, is just a small part of the requirements 
recognised as being urgent in a wide range of 
under-developed countries where resources lie 
untapped, standards of living are low, and 
populations are increasing in face of a hazard- 
ous food supply. I need not labour the point 
that new capital must be forthcoming in a 
volume far surpassing anything recorded in 
the past, if the development of known potential 
resources and the provision of urgently-needed 
services are to take place. 


Changed Conditions 

It may perhaps be asked why we should 
visualise these twin problems ef currency and 
capital as likely to be with us in more acute 
iorm, over the next generation, than in earlier 
periods of economic development, The reasons 
are to be found both in technical factors and 
in a change in the general climate of opinion 
all over the world. As regards the problem of 
currency, a new element in the situation is 
that for twenty years or more governments 
have been experimenting in monetary manage- 
iment instead of accepting, as before, the 
implications and the obligations imposed by 
strict and unquestioned adherence to _ fixed 
relations between the currency} unit and gold. 
Although the results of theit experiments have 
been only partially successful, the new respon- 
sibilities accepted by governments, more par- 
ticularly for protecting their peoples from 
unemployment, and the enlarged obstacles to 
speedy and flexible adjustment of national 
economies to external forces seem to make it 
improbable that monetary management can be 
entirely abandoned in the years immediately 
ahead. Those very conditions, moreover, 
which make total abandonment unlikely arise 
irom lasting changes in the political climate. 
{ refer particularly to the insistence upon the 
assurance of a basic standard of living, which 
umplies widening social services and expanded 
budgetary expenditure with its corollary of 
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high taxation. All these things entail con- 
tinuous pressure which manifests itself in 
depreciation of currencies unless more effective 
measures of balancing action can be evolved 

On the side of capital, the stringency results 
in part from scientific discovery and techno- 
logical advances which are taking place with 
increased momentum. In addition to the need 
for raising standards of industrial efficiency 
there is the necessity for a great expansion of 
the world’s total output of food and raw 
materials if the basic needs of rapidly growing 
populations are to be met—still more if any 
real improvement of standards of living is to 
be continued. At the very time, moreover, 
when demands for new industrial capital are 
becoming larger and more insistent than ever 
before, the capacity and willingness to save, in 
countries which have to be regarded as the 
main sources of capital, are showing little it 
any parallel expansion. On the contrary, 
advances in social security and the scale and 
incidence of taxation may tend on balance to 
diminish both the attractions of saving and the 
ability to save. 


An Unanswered Need 


Reference has been made to the period of 

monetary experiment through which we have 
been living, and it is more than ever important 
that we should read the Jessons of these experi- 
ments and incorporate them in our mental 
equipment for dealing with the situation. It 
can assuredly be said, for example, that a 
working system has yet to be found between 
budgetary action and monetary action in 
securing the maintenance of the purchasing 
power of any country’s currency. The almost 
universal turning back to greater flexibility of 
interest rates that has been witnessed in the 
past few years is evidence of an unanswered 
need—the need to discover the right combina- 
tion of measures affecting on the one hand the 
availability and on the other the cost of new 
capital without which no real advances in 
standards of living are possible. There is no 
single source of additional capital to be tapped, 
and no single device which will suddenly call 
forth an expanded flow in the quantity and 
directions now required. For some purposes 
fixed-interest-bearing loans may be suitable, 
but for many equity investment is vastly to be 
preferred. There may be times when higher 
interest charges and yield prospects are an 
appropriate means of stimulating the flow of 
Saving and the better direction of investment; 
but this is not to say that flexibility of interest 
rates will always direct capital into the most 
desirable projects. Then again, there may be 
occasions when some lifting of the burden of 
taxation is not only justified, but required by 
the need to stimulate capital development in 
general or in some particular country or direc- 
tion. At all events, one thing at least is clear. 
Any further improvement in standards of 
living for mankind is dependent on more and 
more efficient use of new capital both in 
primary and industrial production and a 
greater stability in the real value of the pound 
and of other countries’ currencies. 








a) 
lates 
Hon 

T. 
com 
has 
our 
stan 
pen: 
the 
part 
by 

bro 
whi 
£1,5 
£2, 

A 
in | 
pro 
tof 
to. 
£50 
the 
to 
anc 
She 
exc 

£2, 


for 
‘ 


of 

yee 
wh 
vei 
rer 
the 
on 
ho 


an 


G 















NATIONAL PROVINCIAL BANK LIMITED 


Need for Reduction in Government Expenditure and Taxation 





Hard Work and Thrift -— Route to Economic Solvency 


HE 120th Annual General Meeting of 
National Provincial Bank Limited will 
be held on February 12 in London. 

The following is an extract from the circu- 
lated statement of the Chairman (The Right 
Hon. The Earl of Selborne, P.C., C.H.):— 

The net profit for the year is £1,525,613 
compared with /1,469,765 for 1951. There 
has been during the past year a further rise in 
our operating expenses, including the sub- 
stantial increase in the salary bill. The cost ot 
pensions, too, has risen sharply as a result of 
the consolidation into salary of a substantial 
part of the staff remuneration formerly paid 
by way of a special cash bonus. The amount 
brought forward from 1951 is £957,724, to 
which must be added this year’s profit of 
{1,525,013, giving a disposable balance ot 
£2,482,737- 

An interim dividend of 7} per cent. was paid 
in July last and accounted for £373,252. It is 
proposed to deal with the balance as follows: 
to pay a final dividend of 83 per cent., £423,019; 
to make an appropriation to contingencies of 
{50c,ooc, and to make an appropriation to 
the Reserve Funds of £500,000. The result is 
to strengthen still further our inner reserves 
and to raise our published reserves (including 
Share Premium Account) to a figure which 
exceeds our Paid-up Capital by more than 
{2,000,000. There remains to be carried 
forward the substantial balance of £686,466. 

Your directors have declared a final dividend 
of 84 per cent., making 16 per cent. for the 
year, compared with the figure of 15 per cent. 
which has remained stable for the past 20 
years. The just claims of the staft for improved 
remuneration having been met, I am satisfied 
that we are not lacking in prudence in deciding 
on this modest improvement in the share- 
holders’ reward. 


Nation’s Economic State 

The change in the direction of our financial 
and credit policy inaugurated by the Govern- 
ment just over a year ago has since been 
intensified and has begun to yield definite 
results. The Chancellor of the Exchequer has 
announced that, during the first half of 1952, 
the United Kingdom had a tavourable overall 
balance with the rest of the world of {£24 
million—or, if American aid is included, £82 
million—in place of a deficit in 1951 of £461 
million. This shows very substantial progress 


towards restoring our solvency, for which the 
Government may well claim full credit. 

This overall surplus, however, is not quite 
so comfortable as 


it looks. We earned a 
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Surplus with the sterling area of £2635 million, 
but we had a deficit with the rest of the world, 
and particularly with the dollar area, which 
caused a toss of gold and dollar reserves of 
£232 million. This is not good enough: for it 
is the position of our gold and dollar reserves 
which is the real test of our solvency; and the 
loss ot reserves would have been much greater 
had we not received gold and dollars from the 
rest of the sterling area to the tune of some 
4120 million, as well as United States aid of 
(58 million. The best that can be saidof the 
situation is that the bulk of the loss was 
incurred in the first quarter of the year; 
during the next half-year we were approxi- 
mately in balance; and during the last quarter 
we have been able to strengthen our reserves. 
So though we have secured a reprieve, we are 
still standing on the treacherous trap-door. 


Problem Clearly Recognised by 
Commonwealth Conference 


The nature of the problem confronting the 
sterling area has been clearly recognised by 
the Commonwealth Conference. What is 
important, indeed vital, is that the admirable 
sentiments expressed by the Conference should 
be implemented as soon as possible. The 
sterling area system, which has been the main- 
stay of our trade and which has provided the 
largest area of free exchange operations in 
the world, depends on the value of the / sterling 
being preserved; and when dollars are needed, 
on our being able to provide dollars against 
sterling. Sterling must not be allowed to 
become the plaything of the domestic politics 
of the United Kingdom: we are the bankers 
for the whole sterling area and it is therefore 
our function and duty to manage sterling as 
an inter-imperial currency. Under this system 
we have been steadilf acquiring dollars and 
voods—largely food and raw material—from 
the other countries of the Commonwealth and 
Empire who now have claims against us in 
excess of £2,500 million. We must keep faith 
with our fellow-members ot the Commonwealth 
and preserve the value of their assets if the 
sterling system is to be maintained. And the 
test of the value of sterling is its convertibility 
into dollars. 

While it is abundantly true that the sterling 
area cannot achieve stability without the good- 
will and co-operation of the rest of the world, 
and in particular of the United States, it must 
be recognised that the re-establishment of our 
position rests, in the main, with ourselves. 
We must cease to rely on loans or grants from 
our friends: we must live on what we can 














earn: 


and, moreover, we must earn a surplus 
to invest. The measures necessary for that 
purpose may meet with political obstacles. 
Some politicians still persist in maintaining that 
our salvation depends on injecting repeated 
doses of ‘‘controlled”’ inflation into our 
economy. This prescription is recommended 
by them as providing a high level of economic 
activity, and consequently of employment, at 
ever-increasing wages and a steady deprecia- 
tion in the burden of capital debts. Such a 
policy is not only immoral in that it involves a 
fraud on everyone who has lent money, but it 
also defeats its own object. The economic 
activity thus induced will be stimulated to a 
feverish intensity; prices will rise at least as 
quickly as wages, and the standard of living 
will constantly be in jeopardy. The new 
capital resources on which our _ industrial 
efficiency depends will steadily shrink: costs 
of production will increase and our exports 
will become more and more uncompetitive 
until, sooner or later, a further depreciation 
of the £ has to be accepted openly, or has to 
be concealed by the extension of controls over 
every aspect of our life. That is not the road 
to prosperity or to happiness. 


Increased Efficiency and Price Reduction 
Essential 


It is true that convertibility can only be 
realised by stages. But we must take active 
steps to reach that objective. We cannot hope 
to gain our livelihood in this country, or to 
maintain the benefits we enjoy from the 
association of the sterling area on the basis of 
an inconvertible £. A currency which is not 
convertible ceases to fulfil the primary purpose 
of money as a medium for the exchange of 
goods and as a stable store of value. We have 
been too long lulled by the deceptive influence 
of the system of exchange control, which 
falsifies all the price mechanism. The trouble 
will not be cured by maintaining exchange 
control, and trying to pay for our imports of 
food and raw materials with exports of manu- 
factured goods at non-competitive prices: the 
only remedy will be to reduce our prices and to 
increase the efficiency of our industries so that 
our exports can sell themselves on a fully 
competitive basis. However painful the pro- 
cess may be to some sheltered industries, there 
is no alternative if the nation is to survive. 

The external difficulties of the United 
Kingdom—the dollar gap—are mainly a reflec- 
tion of our internal disequilibrium. The 
Chancellor of the Exchequer, when he first 
announced his policy of tightening up credit, 
said that he did not expect monetary policy 
itself to have decisive results, but he believed 
it could do much to support other measures 
to combat inflation. Unfortunately, up to the 
present, these other measures have not been 
put into effect. While banking credit has 
been tightened up for the private sector of the 
economy, the Government and Government 
agencies have been expanding their borrowings, 
not from the public, but from the banking 


system. These borrowings have tended to 
neutralise the restrictions on private credits: 
and though the Government have reduced the 
liquidity of the banking system by converting 
their borrowings from the Treasury bills into 
short-dated bonds, these obligations will be 
an embarrassment to the Government until 
they can be funded through genuine invest- 
ment of private savings. 


Private Investor’s All-Important Role 


We must welcome the announcement that 
a Corporation is to be established to further 
development in other countries of the Common- 
wealth and the Colonial Empire, and I need 
hardly say that we have promised our full co- 
operation. In this connection it is significant 
that Her Majesty’s Government in the United 
Kingdom have announced that they “are 
determined that the flow of capital from 
London for sound development throughout 
the Commonwealth shall be maintained and 
increased ’’. This can only be done in two 
ways, either by Budget surpluses and Govern- 
ment investment, or by individual investment: 
and of these two alternatives the latter is 
infinitely preferable. 

The private investor, however, cannot per* 
form his all-important réle unless he can firs! 
save the money to do so. The present level 
of taxation of the individual is such as to 
make private saving virtually impossible. The 
level of taxation is even more serious in its 
effect on industrial resources. How can we 
hope to maintain competitive efficiency if our 
industries are milked by the Exchequer for 
current Government expenditure instead of 
being allowed to build up the reserves necessary 
to improve and extend their plants ? But 
taxation cannot be reduced if as a result the 
Budget would become unbalanced.  Accord- 
ingly, the first step is to reduce the present 
scale of Government expenditure—including 
expenditure of Local Authorities, Government 
Agencies and nationalised industries. The 
present distribution of burdens between the 
Exchequer and the spending authorities ought 
to be reviewed as a matter of urgency, so that 
those who call the tune have to pay the piper. 
It is only by reducing the scale of Government 
expenditure and the level of taxation that we 
can hope to restore a healthy basis for our 
economy. The nation must learn that there is 
no substitute for maxims which our ancestors 
long ago found to be true. The only route to 
solvency is by way of hard work and thrift. 
Our legislators in recent years have been at 
pains to decry and discourage both. They 
have behaved as if we were much richer after 
the war than we had been before it, and it is 
astonishing that anyone could ever have 
believed that such was the case. They must 
now retrace their steps and so reform our laws 
that every individual has the maximum 
incentive to exert and deny himself for the 
benefit of his family. So will the State best 
prosper, for the nation is but the total of the 
families contained therein. 
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WESTMINSTER BANK 





The Country’s Improved Position 





Lord Aldenham’s Review 





HE annual general meeting of West- 
minster Bank Limited will be held on 
February 18, 1953. 

In the statement by the Chairman, circulated 
to shareholders in advarce, Lord Aldenham, 
speaking of the domestic affairs of the Bank, 
said that during 1952 over g0o members of the 
staff had attended courses at the Bank’s two 
principal training establishments. Early in 
the year a considerable part of the additional 
cash payments which the staff had been 
receiving were consolidated into salaries, 
existing pensions were increased, and fresh 
salary scales for new entrants introduced. The 
compulsory retiring age for new entrants had 
been raised from 60 to 65. 

The accounts showed an increase in profits 
of £41,093 as compared with the previous year, 
and it had proved possible to maintain the 
dividend rate of 18 per cent. and also to put 
{600,000 to Reserves for Contingencies. It 
had been decided to transfer {1,000,000 from 
these Reserves to the Published Reserve. 

The Balance Sheet as at December 31, 1952, 
showed an increase of about {124 million in 
Current, Deposit and Other Accounts. There 
had been a substantial fall in Advances, which 
was in accordance with the Chancellor’s policy; 
but Biils Discounted had risen as a result of 
further Government short-term borrowing. The 
decrease in the country’s overseas trade, par- 
ticularly imports, was reflected in a fall in 
Acceptances, Endorsements, etc. 


A Great Achievement 


The outstanding economic event of 1952 
had been the improvement in the general 
balance of payments of the United Kingdom, 
from a large deficit in the second half of 1951 
to a small surplus in the first half of 1952. But 
the state of the gold and dollar reserve was 
in fact a more urgent matter. The loss of 
reserves, which was still heavy in the first 
quarter of 1952, had been halted by the middle 
of the year—a great achievement for all the 
member-countries of the sterling area. 

But these improvements had been brought 
about by a severe curtailment of imports; we 
had balanced our accounts at a low level of 
trade, and it was at a high level that all 
countries, most of all this country, needed the 
balance to be reached. 

The year 1953 might, as officially predicted, 
be tougher than the last; but if we wanted to 
ensure that future years would not be tougher 
still, we must make better use of our produc- 
tive resources, and build up our capital equip- 
ment out of savings. By strengthening our- 


selves we could diminish the risk of war, but 


that did not depend on ourselves alone; what 
did depend on us was whether we had indus- 
trial peace and a full effort from all engaged in 
production. 


Importance of Consumers 

A method of achieving that, which had not 
been tried for many years, would be to recog- 
nize the importance of a stable price level to 
the consumer—that was, to all of us. We 
should thus be serving the interests of the 
nation as a whole, as against those of any one 
section. If we all, as consumers, stood fast 
against any sectional gains at our expense, we 
should see the stability of wages, measured in 
terms of production, which we all knew was 
needed; and stability of wages would go far 
to provide stability in the cost of living. 

For too long now we had all, as consumers, 
been ‘‘odd man out’’; employer and em- 
ployed had been able to postpone industrial 
strife by the simple expedient of agreeing new 
wage levels, and thus adding to the selling 
price at the-expense of the consumer. In the 
nationalised industries employers and em- 
ployed certainly did not seem to have been 
any better able to resist the temptation to 
get together at the expense of the consumer 
than in private industry. 

In contrast to that, manufacturers of many 
different articles of the clothing trade had 
wisely met what almost amounted to a con- 
sumers’ strike at home and abroad during the 
latter part of 1951 and the early part of 1952, 
by a reduction in their prices; and they had 
earned the reward of their wisdom by seeing 
their sales increase in valve, and still more in 
volume, in recent months. 

‘‘I believe, too,’’ he said, “‘ that if all we 
consumers used our powers, we should be able 
to see that rises in profits, as well as in wages, 
were linked to increased and improved pro- 
duction. We should urge manufacturers to 
install new methods and new machines, and 
encourage them to make more profit by those 
means, knowing that soon other manufacturers 
would copy them, and that we should all benefit 
by cheaper costs of production. By the word 
‘urge,’ I do not mean verbal exhortation to 
the manufacturers; I mean, continuous pres- 
sure on the Government so to lighten the 
burden of taxation on industry that enough 
resources are left in industry to make moderni- 
sation possible, and to give sufficient prospect 
of earning a net profit after taxation to make 
the risks of modernisation worth while.”’ 

The consumer in the United States could 
play a part in preventing the loss which the 
dollar gap caused to her as well as to us. The 









policy of Trade—not Aid was a sound one for 


America herself; but it could only be preached 


usefully to Americans by Americans. Our 
case for a lowering of American tariffs was 


weakened by too great a readiness on our part 
to lecture America on her duty as a creditor 
nation. 

Our own first duty was to pay our debts to 
the United States and Canada, and it was very 
gratifying tousallthat we had been able to meet 
the service of these debts at the end of 1952. 


The Next Step—Freeing the Pound 


‘Tf,’’ eontinued Lord Aldenham, ‘‘ the trade 
of the whole of the sterling area with the 
rest of the world can be brought to and 
kept in balance, and if we determine to 
maintain the internal purchasing power of the 
pound, we shall be able to take the next step 
—the freeing of the pound from the shackles 
of exchange control. It has been well said that 
the present situation—restriction of imports 
and a tight control of foreign exchange—is like 
trving to cure the patient by pegging the ther- 
mometer. A pound treed from exchange 
contro] and yet remaining stable would 
strengthen the position of London as a financial 
centre, and would enable us to increase our 
earnings from banking and other financial 
services; and by remaining stable would 
stabilise our costs and thus free manufacturers 
from the necessity of quoting prices ruling at 
delivery date, a practice which will no longer 
be possible under the conditions of keener 
competition which are now developing. Until 
we can stabilise, or slightly increase, the value 
of the pound inside the country, I do not 
believe that we shall ever succeed in main- 
taining for long a free and stable pound 1n the 
markets of the world. 

‘‘ The General Council of the Trades Union 
Congress has shown that it is well aware of 
the dangers of the inflationary spiral of wages 
and prices, and it should therefore not be 
impossible for the Government and the em- 
ployers and the Council to agree on both the 
danger and the remedy. The remedy is surely 
to make the whole nation understand that con- 
tinuous advances in paper money wages give 
an illusion of prosperity, yet are, and must be, 
worse than ineffective, except in so far as they 
encourage and develop a more than corres- 
ponding increase in our national productivity. 

Industrial Production 

“At the beginning of 1952 we all hoped, with 
many reservations, that the total of industrial 
production in this country in 1952 might 
slightly exceed the corresponding figure for 
1951. In fact, to judge by the figures for the 
first ten months, it would seem likely that 
there has been a decrease in production of 
something like 3 per cent. It is not, I think, 
yet possible to apportion the responsibility for 
this decrease; there have been many causes— 
a Shortage of steel in the early part of the 
vear, a shortage of markets, which was only 
partially caused by our having priced ourselves 
out of some markets, a lack of incentive caused 
partly by heavy taxation on both companies 
and individuals—all these have contributed 








to the fallin output. But whatever the causes, 
the cake which we have to divide amongst 
ourselves looks like being smaller than that of 
1951. 

‘« \ short-sighted view sees that more motor 
cars, for instance, have suddenly become 
available in the home market; but that only 
means that we have failed to sell them abroad, 
and that we shall have earned that much less 
foreign currency to buy the wheat and meat 
that we so sadly need. On the subject of 
pricing ourselves out of the market, I[ was 
greatly struck by an Economic League pam- 
phlet reporting a questioner at a factory gate 
meeting as asking, ‘Do you mean that the 
foreigner can put me on the dole?’ There 
can, of course, be only one answer-——that he 
certainly can put us all on the dole; we live 
by foreign trade and we die if we cannot 
produce and sell to the foreigner at the right 
price the things he wants, in exchange for 
the things that we want from him. What we 
must also get to understand is that, if we cannot 
sell him what he wants, neither salary nor 
wage nor dole, whatever they may be in paper 
pounds, will buy us enough to live upon at 
our present standards. 


Taxation and Saving 

The stability of the pound was closely con- 
nected with savings, and the trend of net 
‘small savings’? had again been downward 
during 1952. But there was a great need for 
more and more capital equipment per worker, 
and savings provided the means of re-equip- 
ment. The Government should give special 
consideration to the taxes upon both company 
and private savings when any tax reliets 
became possible. 

One of the tangible benefits which accrued 
from the recent Commonwealth Conference 
was the decision to launch a new Common- 
wealth finance corporation; but its work 
would depend largely on the volume of savings. 
Most kinds of projects which the Corporation 
was expected to foster would be long-term 
projects, which would not immediately bring 
in imports in exchange for exports. It was 
only while we had a current favourable balance 
of payments that the Corporation could 
function to the full. 

During 1952 further steps were taken to 
restrict credit—the raising of the Bank rate 
and the reduction of the surplus liquid assets 
of the banks by a funding operation. But it 
had been galling indeed to the banks to be 
forced to be grudging to their credit-worthy 
customers, only to see their eftorts nullified by 
Government spending. 

During the year some advance had _ been 
made in the redistribution of manpower, and 
some advance made in the direction of freedom 
from war-time controls on commodities. 

The achievements of 1952 could be regarded 
with great satisfaction; but we must remember 
that we were taking only the first faltering 
steps upward from an unbelievably low and 
dangerous position. There must be no slacken- 
ing of the drive towards solvency. We should 
not yet think of a “‘ breathing space.”’ 























MARTINS BANK LIMITED 


Statement of Mr. A. Harold Bibby, D.S.O., D.L. 


RK. A. HAROLD BIBBY, D.S.O., D.L., 
MU  cisaitman of Martins Bank Limited, has 
circulated the following Statement to 
members in advance of the one hundred and 
twenty-second Annual General Meeting of the 
Bank to be held in Liverpool on February 17, 


1953; 


I propose first of all to deal with personal 
matters affecting our local Boards. I record 
with deep regret that during the year we lost 
through death the valued services of Mr. G. 
Stirling Newall, O.B.E., D.L., who had been 
a member of the North Eastern Board since 
February, 1938, and also Mr. R. Cary Reynolds, 
O.B.E., who had joined the Manchester Board 
in August, Ig@5I. 


We have been pleased to welcome to our 
deliberations on the Manchester Board Mr. 
Kenneth Stoker; he has a wide knowledge 
of business affairs and his experience and 
judgment are a valuable source of strength. 


Our programme of Branch expansion con- 
tinues, but it will be appreciated that controls 
and availability of materials restrict the pace 
of development. It is, of course, no use ex- 
panding unless we are able to maintain the 
same high quality of our service and in order 
to do this we must see that the right type of 
recruit is attracted to us. Recruitment of staff 
is a subject to which a great deal of attention 
is given and I am sure that the new salary 
scales, introduced by us during the year, will 
ensure a fine calibre of entrant being available 
to the Bank. All the staff continue to render 
excellent service and I record with pleasure 
our sincere thanks. 


The Board consider the results of the year as 
satisfactory and trust that the shareholders 
will feel likewise. It will be seen that net profits 
are 4746,309 for the year, being {21,202 higher 
than a year ago. While earnings rose there 
has been a continuing increase in operating 
expenses which is mainly due to staff costs as 
a result of new salary scales. In the latter 
connection an interim report has been made 
by the actuary on the Superannuation Fund 
and to safeguard the staff pension position an 
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appropriation of £100,000 has been made trom 
published profits after paying the dividend; 
other appropriations from these profits have 
also been made being {1co0,000 to Published 
Reserve and £150,000 to Premises Redemption. 
Balance Sheet Changes 
The Balance Sheet reveals total assets at 
£361,095,426 against £347,336,244. Customers 
funds and other accounts now stand at 
£331,525,736 compared with £314,582,055. 
Advances at £/77,135,055 compare with 
£88,603,419. The ratio to deposits of our more 
liquid resources stands at 38.22 per cent., 
being about 2.5 per cent. higher than at the 
end of last year. The increase in our deposits 
and the fall in overdrafts would normally have 
shown a much greater effect in increasing our 
liquid assets ratio but as will be seen from the 
comparative figures our investments have 
increased by £14,338,301 and now stand at 
£115,509,994. This increase in our investments 
is in effect an exchange of three months 
Treasury Bills into 1? per cent. Serial Funding 
Stocks with maturity dates spread over the 
years 1953 to 1955, and is closely linked with 
the Chancellor’s programme for attaining 
monetary stability. 
In common with other institutions holding 
investments, particularly investments suitable 
to Joint Stock Banks, our bank has experienced 


depreciation as expressed by daily Stock 
Exchange quotations. 
Fortunately, it has been our established 


practice to hold Government Stocks only with 
fixed maturity dates and in the main short- 
dated. Owing to this, depreciation in the value 
of our investments has been correspondingly 
light and as in the past has been met as and 
when necessary from our inner reserves without 
unduly depleting them. This temporary de- 
preciation will progressively be recouped as 
the redemption dates approach. 


It will be noticed that our investment in the 
Yorkshire Penny Bank Limited, the whole 
capital of which Bank is owned by the Clearing 
Banks, has been increased by 120,000 ‘‘A”’ $1 











fully paid Ordinary shares, being our propor- 
tion of a new issue of shares which will bring 
their capital structure into a more realistic 
relationship to their liabilities. A point of 
interest in this connection is that in future we 
are to have direct representation on their 
Board. 

While on the subject of investments, I would 
like to record our appreciation of the services 
of the Council of Foreign Bondholders and 
their able negotiators in the stand they have 
lately made in the German and Japanese 
negotiations for the principles of sanctity of 
contracts and the rights of creditors and I 
welcome this success for principles which have 
too long gone by default and without penalty. 

It will be observed that the figures for 
engagements and acceptances are lower than 
at twelve months ago. The fall is largely ex- 
plained by the contraction in credits opened on 
behalf of customers covering the importation 
of goods trom abroad and reflects the Govern- 
ment policy of curtailing import licences in 
order to assist in rectifying the balance of pay- 
ments position. For the same reason we see a 
continuance of Government conducted impor- 
tation of numerous commodities, for example, 
wheat, meat and fats. Certain markets have, 
however, been returned to private trade and 
it has been found possible to allow some relaxa- 
tion in the purchase of cotton by permitting 
cotton merchants and brokers, if they desired, 
to import direct instead of purchasing their 
requirements through the Raw Cotton Com- 
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mission. It is of interest to record that, during 
the year, owing to Britain’s adverse balance 
with European Payments Union countries, 
permission was granted to merchants for a 
short period to buy raw materials from dollar 
areas and to re-se]l them to European Payments 
Union countries; from the volume of applica- 
tions that ensued it was evident that the pre- 
war machinery and technique for handling 
such transactions, although perhaps a little 
rusty, still existed. It must be appreciated, 
however, that exchange problems, and the 
possibility of a free exchange which must be 
our goal, require the deepest consideration and, 
further, that the ability to purchase essential 
commodities from abroad is bound up with our 
own internal policy. For example, the de- 
rationing of tea which took place in October, 
1952, was a lengthy process for the importing 
of it was handed back to the private trade 
early in I9g51; it was necessary, however, for 
British prices to be lined up with world levels 
before derationing could take place. When 
derationing did take place, the trade were 
actually able to place many popular brands 
at 4d. a pound below the price level agreed 
with the Ministry. It is to be hoped that the 
Government's pruning of their departments, 
which have hitherto handled the commodities 
already freed, and in respect of any economies 
that can be made in other departments, will 
redound to the benefit of the country’s internal 
solvency. 

On the export side, as interpreted from our 
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STATEMENT OF ACCOUNTS, 3lst December, 


LIABILITIES 


Capital paid up 
Reserve Funds 


Account) 


Cash in hand and at Bank of England 


in the British Isles 
Money at call and at short notice 
Balances with banks abroad 
Treasury Bills 
Bills discounted 
Investments 


Limited 


Trade Investments 
Bank Premises 
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Current, deposit and other accounts (including Profit and Loss 


Acceptances and engagements on account of customers 


ASSETS 


Balances with, and cheques in course of collection c on, other banks 


Martins Bank Executor ‘and Trustee ‘Company (Channel Islands) 


Advances to customers and other accounts 


Liability of customers for. acceptances ‘and engagements pa 


LONDON DISTRICT OFFICE: 68 LOMBARD STREET, E.C.3 
WATER STREET, LIVERPOOL, 2 


1952 
£4,315,096 
4,805,821 


331,985,184 
19,989,325 


'£361,095,426 
£27,637,626 
16,766,159 


115, 509, 994 


100,000 
77,135,655 
564,399 
3,973,377 
19,989,325 


£361,0 095, 426 
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Bank’s figures of overseas trade, there has 
been a definite downward trend, and with 
Germany and Japan intent on re-establishing 
their credit and place in international markets 
the outlook for an increase in the volume of 
our own exports appears disturbing. 


National Finances 


During the past six months we have, how- 
ever, not only seen a marked improvement in 
our dollar and gold account but also in our 
Sterling account within the European Pay- 
ments Union, and on this our Government is 
to be congratulated as the first essential step 
to solvency. The internal position is not so 
happy; Government Revenue and Expenditure 
Account for the first nine months of the year 
1952-1953 shows an overall deficit of £951 
millions; twice within thirteen months Govern- 
ment expenditure has outrun its income and 
the floating debt has had to be funded. Every- 
one realises that commitments have to be met 
and it may take some time for these to run 
off, but the country is looking for a drastic 
curtailment in Government expenditure, firstly 
to live within its income and, secondly, by a 
general relief in taxation to enable industry, 
from which it draws that income, to re-equip 
itself for the intensified competition that lies 
ahead. 

Individuals as well as industry are urged to 
curtai] their expenditure, but a little encourage- 
ment by Governmental example would do more 
good than all their exhortations. To practise 
what one preaches adds weight to the message. 
The Chancellor of the Exchequer has given 
hopeful assurances of his desire to reduce 
taxation; let us trust that his encouraging 
words will find themselves embodied in a 
Statute Book in the next budget. 


Living Standards 

By the operation of the monetary lever the 
country is being brought through the most 
critical period of its post-war financial dangers 
and there is no reason, provided we have 
learnt our lesson, why a more stable and 
assured standard of living should not be 
attained by every branch of the community. 


I wonder whether the man in the street ever 
realised how near to starvation he was. He 
seemed much more immediately concerned as 
to whether he should have “ free’’ teeth than 
whether he should have any meat to eat when 
he got them. 


Our balance of trade was going from bad to 
worse. We were rapidly exhausting our 
diminished dollar and gold reserves and, if 
things had been allowed to continue, we would 
have been unable to buy sufficient food to 
keep us from starvation or raw materials to 
enable our factories to employ more than 
skeleton staffs. 


[f only this‘ position could be realised with 
all its terrible implications of food barely 
sufficient, or even insufficient, to maintain life, 
of cruel poverty and mass unemployment, 
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surely everyone in this country would give of 
his or her best for their own preservation and 
the welfare of their children. 


There would be little heard of our rights to 
any self-determined standard of living but, 
instead, there would be an almost fanatical 
resolve to exert ourselves, realising that how 
we live is ultimately decided by how much 
work we do and not by what we think we should 
have or deserve. 

Let us hope that we have weathered the 
worst of the storm, but let us also recognise 
that it has only been done by raiding our now 
irreducible reserves, by the aid of our generous 
friends across the Atlantic and by the efforts 
of those who had enough intelligence to see 
the danger and do their utmost to avert it. 


When £751 millions are spent in one year on 
alcohol, £769 millions on tobacco, more hun- 
dreds of millions on luxuries and some {600 
millions turned over on gambling, it is impos- 
sible to maintain that the cost of living is cut 
so bare that there is no room for economies in 
the family budget without depressing the 
morale and physical standards of the country 
as a whole. 


In the public mind the cost of these non- 
essentials is often added to the cost of essentials 
for our general well-being and, to meet any 
shortage in either, there is the all too common 
belief that such deficiency can and should be 
made good by increases in our wages, salaries, 
fees or dividends, instead of by further diligence 
and harder work. 

Collectively, there is no source from which 
these increases can be derived other than 
through our own exertions. If one does not 
work one shall not eat, is an economic truth 
which has been accepted throughout the ages 
and this is not merely a capitalist dogma for 
nowhere is it practised to-day with greater 
ruthlessness than in Communist dominated 
countries. 

The old belief stil] survives that it is right 
and proper that the inhabitants of, what we 
are apt to call, the backward countries should 
happily accept a low standard of living, work 
hard for long hours and do without all the 
amenities we claim for ourselves in order that 
we should live in what we consider to be 
reasonable comfort and comparative ease. 


In the cotton and shipbuilding trades, it is 
considered as almost unfair and dishonest that 
the Japanese and Germans by working harder 
for rewards that do not provide the amenities 
we demand, should undercut us. 


Maintaining Our Place in World Markets 

If we try to press our self-appointed rights 
out of line with self-imposed efforts, we shall 
inevitably price ourselves out of world markets. 

A glimmering of this is dawning on the 
export industries but those who are in occupa- 
tions not directly open to international com- 
petition, such as those engaged in public 
utilities and home services, still wish to bury 
their heads in the sand believing that they can 





extract an unduly high reward without 1m- 
poverishing their fellow workers and ultimately 
themselves. 

Many of the leaders in our great trades 
unions realise this truth but it is difficult for 
them to put it across, particularly to those 
who deliberately shut their eyes to unpleasant 
facts and prefer to listen to others who assure 
them that they have only to demand loudly 
enough and long enough for the moon and it 
will surely be theirs for the asking. 

Many of the industries which used to provide 
the bulk of our exports now find that those 
goods are being made in the countries which 
used to buy from us. This is inevitable in the 
general evolution of things but it should not 
produce a feeling of pessimism or gloom. New 
industries are always springing up and new 
inventions superseding the older ones and our 
genius and efforts should be directed into this 
sphere rather than in trying to compete in 
helds where our old-time customers can produce 
for themselves at a cost well below our figure. 


We must always be one step ahead ot our 
competitors and ready by flexibility to turn 
over production in order to exploit our advan- 
tage to the utmost. 


We pride ourselves that, in this country, our 
veneral education is on a higher level than in 
most primary producing countries where 
illiteracy is rather the rule than the exception. 

li we are to take full advantage of our higher 
intellectual abilities, everyone who has the 
required intelligence should become a skilled 





worker as the unskilled worker produces little 
more than his unskilled brother worker abroad 
and, economically, does not earn any higher 
standard of living. 

The old apprentice principle must be in- 
creased and encouraged so that the vast 
majority of the population of these islands 
become skilled craftsmen capable of producing 
high-grade products which are beyond the 
capabilities of their Jess skilled competitors. 

In engineering in all its many branches, in 
farming and practically every trade, science 
and mechanisation demand from those engaged 
in these industries a much higher degree of 
study, knowledge and application than ever 
before. 

The old prayer, ‘‘ Oh Lord, give me know- 
ledge and wisdom to apply it '’, could never be 
more urgent than it is to-day. 

In this field lies our tuture prosperity. Our 
scientists and inventors, our skill in manage- 
ment and our craftsmanship are unbeaten and, 
provided these have full play and their products 
are not priced out of international competition 
by too heavy overhead charges, be they taxa- 
tion, rates, transport charges, fuel or internal 
services, we should be able, if everyone would 
only give of his best, to maintain ourselves in 
the sort of circumstances we hope to enjoy. 

The sellers’ market has gone and the buyer 
now demands prompt delivery and good work- 
manship but only at a price that will win us 
the contract in face of ever growing interna- 
tional competition. 





A BANKER’S ADVICE 


IS FREQUENTLY SOUGHT... 


Bankers are frequently asked to 
give advice on subjects outside the 
scope of actual banking trans- 
actions. | 

Business men seeking to start a 
Group Pension Scheme for em- 
ployees, advice on the best means of 
meeting the burden of Estate Duty: 
these and many other problems 
arise from time to time, and most of 
them can be satisfactorily resolved 
with the aid of sound insurance. 
The *‘ Legal & General ” is always 
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pleased to assist Bank Officers in 
advising their clients on the many 
ways in which insurance can be 
employed to suit individual needs. 
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DISTRICT BANK LIMITED 





Increased Earnings Despite Rising Costs and Taxation 





Constructive Step Towards Convertibility of Sterling 





Sir Thomas D. Barlow’s Review 





HE Chairman, Sir Thomas D. Barlow, 

G.B.E., has circulated with the report 

and accounts the following statement to 
the shareholders of District Bank Limited, 
prior to the one hundred and twenty-third 
annual general meeting to be held on Feb- 
ruary 13 at the head office, Spring Gardens, 
Manchester :— 

Despite the continued upward pressure of 
operating costs and heavy taxation I am glad 
to report there is, after making the usual pro- 
visions, a Net Profit for the year of £515,672 
against £508,217 for 1951. With the amount 
brought forward we have a disposable balance 
of £817,017. From the Report you will see we 
are allocating £250,000 to Reserve for Contin- 
gencies and, after providing for dividends at 
the same rate as previously, there remains the 
sum of £294,361 to be carried forward. 


A Year of Progress 


The early months of the past year were so 
overshadowed by the gold and dollar deficit 
inherited by the present Government that a 
financial crisis appeared almost inevitable. 
Instead, a degree of solvency has been reached 
and it seems to me that this achievement fully 
justifies the curative measures that have been 
taken. Not the least of the advantages they 
have gained for us has been the lifting of a 
number of hampering controls and restrictions. 
Indeed it may well be asked how much infla- 
tion and economic strain could have been 
averted if such measures had been allowed to 
operate in the earlier post-war years. Mean- 
while we have abundant evidence to prove the 
latent strength of monetary mechanism which, 
so far wisely used with caution, has already 
created circumstances which give us hope of 
attaining a more flexible and efficient economy. 


Negative and Positive Action 


Inevitably the first part of a programme 
intended to arrest an inflow of imports so 
threatening to our gold reserves must be recon- 
structive. Over the past twelve months deter- 
mined measures have had to be taken to adjust 
demand to the incoming and far too meagre 
supply. This is a negative policy and its 
enforcement has made it necessary to hold the 
balance and switch about materials and man- 
power between the conflicting claims of re- 
armament, exports and home trade. Indeed 
this unavcidable policy was largely responsible 
lor the disappointing production figures during 
much of last year. Nevertheless the success 


of the measures taken may be judged by the 
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fact that the Government has gained the 
initiative. 

The first phase, external balance, having been 
attained by restriction, the present task is not 
to cut down but to build up. We are now 
committed to an increase in output sufficient 
to sustain both substantial rearmament and a 
level of exports high enough to provide a 
surplus on overseas account. But, although 
we are moving in the right direction, we must 
move faster if we are to out-distance inflation 
and so reduce to a minimum the remaining 
controls standing between us and our destina- 
tion—competitive enterprise and a free working 
of the price system. 

Admittedly financial discipline is operating 
to this end in the private sector of our economy. 
Yet this firm action has failed to reduce the 
supply of money because heavy Government 
expenditure, particularly on capital account, 
keeps feeding the pursuing inflation. Too long 
has rising revenue encouraged increased spend- 
ing, but a greater evil lies in the fact that penal 
taxation, which makes possible such spending, 
continues to denude business and individuals 
alike of their already depleted savings. Since 
the effect of this drain on capital has been 
painfully evident even when activity has been 
slowed down, it stands to reason that industry 
must retain more of, and indeed add to, its 
financial resources if it is to embark upon the 
extensive programme of re-equipment and 
modernisation necessary to produce an in- 
creased volume of competitively priced exports. 


Mutual Endeavour 

Even if we are successful in establishing a 
strong internal poiicy, our commitments do 
not end here. So much of our strength is 
derived from our relationship with the Com- 
monwealth countries that national aims must 
be pursued in partnership with them. No less 
important is it that these aims should be 
pursued in friendly accord with America. 

The subject that has closely engaged the 
attention of the London Economic Conference 
has been mutual trade and co-operative de- 
velopment. Like ourselves, the many coun- 
tries concerned, being anxious to increase their 
trade both within and without the Common- 
wealth, must combat inflation and by so doing 
raise the level of saving and investment and of 
production at low cost. By selling goods at 
competitive prices we help ourselves at the 
same time as we help one another. Here, in 
my opinion, lies the most promising way of 
expanding output within our comity of nations, 
and by it we shall not only move towards the 
solution of balance-of-payments difficulties but 









also take a most constructive step towards the 
convertibility of sterling. The ultimate benefits 
make convertibility doubly worth while, since 
through it trade and finance between sterling 
and non-sterling areas would be re-established 
on a well-founded and secure basis. 

This country’s relationship with the Do- 
minions and Colonies makes our responsibilities 
clear and these are not only to live within our 
means but, by producing more than we con- 
sume, to save. In this way alone shall we be 
able to make what is so imperative, a still 
greater contribution to those Commonwealth 
projects most capable of giving renewed 
strength to sterling. 

What in my opinion is wanted is some com- 
pensatory slackening in demand tor capita! 
goods, and for this we may not have to look 
in vain. 

The exigencies of the situation would seem to 
offer no other satisfactory alternative. Whilst 
admitting the need for certain priorities, we 
should interfere as little as possible with the 
smooth working of our export producing indus- 
tries asa whole. In my opinion it would indeed 
be short-sighted to narrow the field of these 
activities, since only by making available the 
widest range of exports to world markets in 
general shall we have a real chance of obtaining 
a surplus of income to lend to the Common- 
wealth. 

Two Sources of Income 

[It may seem a far cry from the visible 
income from exports to invisible earnings, vet, 
in seeking to add to the former we build up the 
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latter. Convertibility, moreover, is the driving 
force for both. The nearer we approach con- 
vertibility the more competitively priced will 
be our goods for overseas markets, and so we 
improve our prospects of augmenting visible 
earnings. In turn the increase in these earnings 
facilitates convertibility. Once attained, and 
having with it restored world confidence in the 
pound, we shall have brought back the full 
earning power of banking, merchanting, insur- 
ance and the other services which go to make 
up invisible receipts. So, through the medium 
of convertibility, shall we get back two sources 
of income, and industry and the City will once 
again jointly make their full contribution 
towards maintaining the pound in its old 
enviable position. 

As with other exports, the prospects for 
textiles will depend upon decisions taken in the 
settlement of world trade problems. Mean- 
while it is heartening to find that the Govern- 
ment is collaborating with the industry in 
examining the possibilities of extending busi- 
ness in important foreign markets. Certainly 
this help will be very much needed if Lancashire 
is to make its full contribution to the surplus 
of exports that is required for Commonwealth 
development. It has to be remembered that 
this surplus cannot be attained within a short 
space of time. Every encouragement should, 
therefore, be given to all the major export 
industries and certainly to textiles, since they 
—and particularly cotton on its present 
showing: are so vital to the nation’s export 
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Income Tax paid y ] 4 54 


per by the Society 


annum 


Equal to £4.15.3 per cent to investors 
subject to income tax at the standard rate 


lhe current rate of interest on 


share accounts is and on 
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ordinary deposit accounts 2°, with 


income tax paid by the Society 


in each case Sums up to a total 


holding of 


for investment in 


£5,000 are accepted 


Abbey National. 
For  turther 


apply for 


particu lars 


a copy of the Society's Investment 


Booklet. 


Total Assets £136,630,000 


ABBEY NATIONAL 
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ABBEY HOUSE, BAKER ST., LONDON, N.W.1 


For address of Local Office see Telephone Directory 
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AUSTRALIA AND NEW ZEALAND BANK 





Results of First Year’s Operations 





Colonel A. Terence Maxwell’s Survey 





HE annual general meeting of the 

Australia and New Zealand Bank Limited 

was held on January 2 at 71 Cornhill, 
London, E.C. 

Colonel A. Terence Maxwell, T.D., Deputy 
Chairman of the Bank and Chairman of the 
Standing Committee, who presided, in the 
course of his speech, said: 

The Chairman, the Hon. G. C. Gibbs, has 
asked me to apologise for his absence to-day ; 
he is now engaged in an extensive tour of 
Australia and New Zealand. 

Accounts 

This is the Bank’s first full financial year 
and the slightly longer period covered by the 
previous Profit and Loss Account submitted 
to you in February, 1952, should be borne in 
mind when comparing those figures with the 
account for the period now under review. 

The effects of the unfavourable balances of 
trade of Australia and New Zealand in 1951-52 
are Clearly shown in the latest accounts of the 
banks. Payments for large stocks of imported 
goods, some slackening in domestic trade and 
the severe restrictions upon imports imposed 
early in 1952 are reflected in this bank’s figures 
by a fall of £A 36 million in Deposits, Bills 
payable, etc., A 19 million in Acceptances for 
Customers and £A 30 million in Confirmed 
Credits, Guarantees, etc., as compared with 
the last Balance Sheet. Some easing of 
Australia’s import restrictions has already been 
made and it is considered that a continuation 
of the recent improvement in her export 
receipts will enable the authorities to permit 
still greater freedom in the current year. 

On the assets side of the Balance Sheet the 
most notable change is the reduction of £A 60 
million in our Special Account balance with 
the Commonwealth Bank of Australia. This 
movement has resulted not only from releases 
to meet the cash requirements of our importing 
customers but also from the adoption of a 
more flexible credit policy by the Central Bank. 
As a consequence, as is indicated by the fall 
in the amount of Balances due to other Banks, 
our liability to the Central Bank for special 
borrowings has also been reduced. During 
the period under review our advances expanded 
by £A 33 million largely because of the require- 
ments of our customers in carrying greatly 
increased stocks. 

Australia 

The outlook in Australia during the year 
under review has been influenced by a number 
of forces which caused substantial changes in 
business as the year progressed. At the start 


of the financial year June, 1951, to June, 
1952, inflationary forces were operating in 
Australia and the 1951 Budget was designed 
to oppose inflation by increasing taxation, and 
by the provision of a surplus of revenue over 
At the same time, a tight rein 


expenditure. 
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was maintained on credit through control over 
new capital issues, bank advances, and the 
operation of the Special Account system which 
immobilized a relatively high proportion of 
the trading banks’ liquid resources. 

The marked changes in trading circumstances 
in Australia during 1951 and 1952 have had a 
considerable effect on banking figures. Ad- 
vances of the major trading banks, which 
stood at A 510 million in June, 1951, exceeded 
£A 690 million in June, 1952. Deposits, which 
had risen steadily in a virtually unbroken 
sequence in the post-war years, stood at 
£A 1,238 million in June, 1951, but had 
receded to £A 1,123 million a year later. 

Value of gold production showed a modest 
rise from fA 12.9 million in 1950-51 to £A 14.0 
million in 1951-52. The position, however, has 
been rather more satisfactory regarding other 
minerals. Silver, lead and zinc exports reached 
a value of nearly £A 50 million in 1951-52 
compared with /A 36 million in 1950-51. 
Similarly exports of rutile and zircon, wolfram, 
scheelite and tungsten moved upwards to a 
total value of A 5 million from #A 2.5 million 
in the preceding year. Activity arising out of 
recent discoveries of uranium in North Aus- 
tralia has focused more attention on a highly 
mineralized section of the Australian continent 
which, it has been stated, contains considerable 
deposits of many minerals, particularly copper, 
gold, tin, wolfram, lead and zinc. 

New Zealand 

Satisfactory prices for primary products and 
a buoyant level of export production in the 
1950-51 season, enabled New Zealand to increase 
her oversea currency resources, which rose from 
{NZ 87 million in June, 1950, to £NZ 123 million 
in June, 1951. Asin the case of Australia, the 
favourable oversea trading conditions stimu- 
lated internal business activity and increased 
the demand for imports. 

The removal of import licensing restrictions 
had been proceeding over a period. This 
stimulated the placing of heavy orders with 
oversea suppliers, particularly in the United 
Kingdom. Improved delivery dates from 
Britain, together with greater availability of 
shipping, increased the flow of imports in the 
early months of 1952. Payment for this heavy 
volume of imports ran down New Zealand’s 
oversea currency resources which fell from 
{NZ 123 million in the middle of I951 to 
{NZ 75 million in June, 1952. This decline 
in oversea balances was accompanied by a 
rise in trading bank advances in New Zealand, 
and an accumulation of stocks in the hands of 
wholesalers and retailers. 

Exchange restrictions were imposed in 
March, 1952, with a view to reducing the level 
of imports. 

The report and accounts were unanimously 
adopted and the dividend, as recommended, 
was approved. 











‘,.. There must be | 
something | cando...2. | The CORONATION 
pe eae Book-Bank 


Here is a task that never ends — the care of child- 
victims of callousness or thoughtlessness. The trained. 
experienced workers of the N.S.P.C.C. devote their 
lives to it, always ready with the help and advice that 
so often restores the family life on which the child 
depends. And you can help too. The National seed 
for the Prevention of Cruelty to Children 


is entirely dependent on voluntary con- 

tributions—it urgently needs your assist- | Handsome Coronation “P.P.J.” Book-type Home 

ance. in order . itis Safes are available in beige antique or gold 
onan to continue to bring hap- | antique finish with a profile of Her Majesty 

piness to those who want it most. embossed on the front. 

‘ — . Like all “P.P.J.”’ Book-Banks, they are stron 

When advising on wills and bequests remember the and solid, with a slot for coins and a Prsen «. 

aperture for notes. 


N . ee ° pP e +, ° C Please write to us today for samples and prices. 


President : H.R.H. PRINCESS MARGARET PEARSON-PAGE-JEWSBURY CO., LTD. 
Infor? ti 4) ol aly uppli } Dpli ts T/ Di N ‘ | C Dept. M, 

walion Liadly supplied on application to Ihe Durector, N.S.P.C.C. . 

Victory Hous: » Leicester Square, W.C.2. Phone: p sat 2774 Weetweed Werks, Witten, Shainghem, ¢ 
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BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
Incorporated by Law in 1927. Holder of Exclusive Right of Note Issue 


























CAPITAL FULLY PAID ... ... ... ... ... Rials 2,000,000,000.00 

RESERVE (Banking Department) ea, 429,598,382.95 

RESERVE (Issue Department) ,.. ... ... ... Rials 170,401,617.05 
Governor and Chairman of Executive Board: DR. MOHAMMAD NASSIRI 


HEAD OFFICE: TEHRAN, IRAN (Persia) 
Over 190 Branches and Agencies throughout Iran 


New York Representatve: 
One Wall St., New York 


CORRESPONDENTS IN IMPORTANT CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers complete banking service for Foreign Exchange 
Transactions, provides special facilities for Documentary Credits, etc., and with its numerous 
Branches in Iran deals with every description of banking business. Especial services for all kinds 


of information regarding import, export and trade regulations in force in Iran. 


ADMINISTERS NATIONAL SAVINGS 
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